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ECONOMIC CONFLICT AS A REGULATING FORCE IN INTER- 
NATIONAL AFFAIRS 


Presidential address delivered at Forty-third Annual Meeting of the American 
Economic Association, Cleveland, Ohio, December 30, 1930. 


Economie conflict of the milder form known as competition was relied upon by 
the older economists as a sufficient means of social control. Experience has shown 
that this conclusion was too optimistic but that economic conflict is likely to be 
less destructive to social relations than are conflicts of a political, ecclesiastical 
or racial character. At times economic conflicts may be made to serve as substitutes 
for conflicts of a more dangerous sort. 

In international affairs economic conflict, if unhampered by attempts at political 
control, will likely result in compromises which will obviate military conflicts. The 
big business and financial leaders of today have learned that war is not to their 
advantage. 

International capitalistic combinations offer a more effective means of controlling 
the exploitation of limited natural resources than do government controls and are 
less likely to lead to war. Therefore governmental interference with the inter- 
national flow of capital is seldom desirable. The policy of laissez faire found its 


earliest application in the field of international trade and is, still, most easily justified 
in that sphere of action. 
/ 


To the economist conflict is neither a new nor a strange phenomenon. 
Very early in human history man learned that he could eat bread only 
by the sweat of his face, and the lesson thus learned was rephrased by 
the early economists into the doctrine that labor is the price of all eco- 
nomic goods, 

Man’s first struggle was with the earth itself which grudgingly yielded 
him a living; but this earthy contact gave him like Antaeus new strength 
for the conflict. Man soon discovered, however, that his was not the only 
species which depended for its existence upon the produce of the soil. 
Only by an unceasing struggle with other forms of animal life could 
human beings obtain a portion of the food and other resources which 
nature dispensed impartially but with a sparing hand. So strenuous and 
persistent has been this struggle for survival between man and other 
organisms that a prominent entomologist has only recently declared that 
it is still uncertain whether in the contest between the human and the 
insect species it will be man who will survive. 

Somewhere in the age-long struggle man discovered that conflict need 
not always end in the destruction of the defeated party. His own 
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chances of s ved when he compromised with some of duc 
his adversaries a1 t their codperation in waging war on the hat 
promises and ourse, most likely to take place with hv. eve 
man beings t! rn of such toleration and alliances came ica 
some of our « pings. Not all groups were formed with ort 
economic ends never mutual aid could be secured by %, or | 
specialization | a division of labor within the group, a hav 
continuation ¢ ide was most likely to result. Hig 

Conflict, it 1 not cease even within the group; but it dest 
took on a m ss destructive form. Under the name relu 
of competitior ) ight of as a stimulating and construc- 
tive fo in | | among economists by the time of Adam ‘ut 
Smith compet to be wholly beneficial. It was thought, mo! 
indeed, that i ed upon as a sufficient regulator of man’s he 
conduct in tl rece and industry. is 

If today wv ept the naive argument that competi- I 

tion is wholly r a destroying, force in our economic hi 
life, it is not not believe that competition can be made to pol 
serve in the s vhich Smith and his followers contended int 
that it would ils, it is because the competitors do not ut 
possess equal yresight and the stronger and more fore 0 
sighted are lik ir individual interests are those of the ud 
group. The | then obliged to combine in order to h 
restrain comp it from destroying both itself and them. 
Such restrain tly obtained by enlisting the support of h 
organizations nomic motives, especially that of the u 
State whose { y political but which usually represents | 
in its governing notions prevailing at the time. Itis ou 
not, therefo1 ion of conflict that unfair economic ic 
competition is nging into play another form of com- bl 
petition that 1 stored. 

While we m 1at economic competition needs at times ! 
to be controll st, that is, in order to preserve that h 
freedom whic] lation stone, it is equally true that eco- ul 
nomic forces a upon to preserve society from modes of 
conflict which other than economic motives, where 
the struggle is nd unless checked will completely destroy 
the weaker « in once has the economic boycott 
been resorted | were weak in armed forces to check the 
aggressive po f their more warlike neighbors. Such pe 
boycotts may fective in restraining for any long time 0 
the purchas modities; but they have usually pro- Is 
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juced sufficient fear among the producers to lead to a clamorous demand 
‘hat their own government reverse its policy. 

The history of mankind has shown that ethnological, political and 
even ecclesiastical societies are likely, when unchecked, to be more tyran- 
nical in their treatment of their defeated adversaries than are groups 
formed to carry on the economic struggle. It is seldom that individuals 
or associations pursuing economic ends push an advantage which they 
have gained over their competitors to the point of complete destruction. 
High prices may for a time yield high profits, but they will ultimately 
destroy purchasing power or call forth substitutes. Low wages may be 
reluctantly accepted but they do not secure the full productive capacities 
of the workers. Competition among producers does not often take that 
cut-throat form which results in the extinction of some of them but is 
more likely to end in an agreement between, if not a complete merger of, 
the competitors. ‘The prudent creditor is one who hesitates to force 
his debtor into bankruptcy. . 

It is perhaps some dim recognition of the fact that the economic con- 
fict is seldom destructive in its consequences that has led nations, when 
political or racial antagonisms have produced an impasse, to call in the 
international banker or the business man of large affairs to point a way 
out of the difficulties. Such men have learned, sometimes by experience, 
more often by observation, that in competition it is well not to push an 
advantage too far. They have also perceived that international strife, 
while it may bring large and quick returns to the war profiteer, seldom 
brings lasting advantages to the well-established business, especially if 
that business is in part dependent on the international market as an 
outlet for its goods. 

War, while primarily a military and political conflict, cannot be kept 
out of the economic arena. Trading with the enemy becomes a disloyal 
ict; the property and the patent rights of enemy aliens are sequestered ; 
blockades interfere with the trade of even neutral nations; moratoria 
are declared which relieve the debtors from the importunities of their 
creditors, and trade is diverted from its usual channels. Worst of all, 
the war is likely to leave in its wake impoverished peoples who for years 
and even decades will be weak and uncertain purchasers of domestic as 
well as foreign goods. If Adam Smith was right in his belief that mer- 
chants and manufacturers have a better knowledge of their own interests 
than have other classes, we may safely conclude that big business in- 
‘erests, other than the manufacturers of munitions, will be more likely to 
throw their influence in behalf of international peace than will those 
persons who have less at stake and who, for that reason, are more likely 
‘o give their passions and prejudices free rein. The pecuniary instinct 
s not one of the noblest of human attributes but it is more subject to 
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compromis he other incentives to human conduct 
Accordir ; 1 by the desire for gain are more likely ner 
o find to seck some other way out of an economic vi | 
contest than rmed conflict. If we may be permitted a 
o parody « Is passages we may say: it is not fron . 
henevole: und financial magnates that we expect a 
peace to be n their regard to their own interest. ’ +] 
In these p the recollection of the destructiveness of ae 
the last war inds and governments are being urged * 
to leave , event a renewal of conflict ; when nations 
are pledging ince war as an instrument of interna- 
tional policy ; for naval reduction and for the settle. ' 
ment of repa ire causing alternating hopes and dis- ‘ | 
appointments se who have the will to peace, it is pos- 
shies that th ralded whose determinations are often 
concealed f, the representatives of private business a 
corporation ttle such problems as the control over m" 
fuels, power a nd the division of the world’s markets ae 
for certain c yr more to lay the foundations of inter- nf 
national pea spectacular efforts of our statesmen. “@ 
In spite of n written in support of the widely-held 
opinion tha those most often responsible for wa: | | 
this view of 1 » have been greatly exaggerated and is 
contrary to tl iologists who have given most attention " 
to the subje ruggle to command industrial resources 
or markets n riction among nations and powerfull) 
support othe ut economic differences taken by then- i 
selves are m¢ led by peaceable means than are inter- ) 
national dis] er motives. ( 
It is not this paper that international economic 
com} that it can be relied upon to prevent ™ 
wae thrones rests involved, any more than the self- An 
interests of in <pected to check exploitation of the weak the 
by the strong nt action will probably always be neces- whi 
sary to check making by international combinations rub 
as it has bee he efforts to create domestic monopolies. si!k 
But the clai t international competition within the at 
economic spl is and less likely to be destructive than = 
are racial and cts. Furthermore, it is claimed that the see 
economic sti ; is itself a force which makes for inter- rf 
national } wit 
It is true t] n governments have given their support Da 
to the forces work in their own dominions, when such to 
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monopolies are in control of resources which are the exclusive possession 
of the country in question, and have sought to limit the production or 
export of the monopolized commodities. In such cases the government 
i either sharing in the ownership and control of the monopoly, or is 
ndeavoring to obtain revenues by taxation of its profits. Such seems 
‘o have been the situation in the Chilean nitrate and iodine export trade, 
the German potash industry and in the case of the Japanese camphor 
monopoly. Similar controls by government, exercised perhaps for more 
pardon ible reasons but with less satisfactory results, have taken place 
‘) the marketing of Brazilian coffee and crude rubber from British 

onial plantations. But the likelihood of a failure in the case of a 

vernment monopoly which is dependent upon the international market 
‘s much greater than in the case of that of a private corporation. Both 

rivate and government monopolies run the risk of stimulating the search 
for substitutes for the monopolized commodity; but a government 
monopoly which undertakes to favor domestic producers over foreign 
purchasers is bound to create resentment on the part of other govern- 
ments. In such ease the threat of retaliation is often sufficient to prevent 
unfair discriminations or unreasonably high prices. 

Students-of international affairs are for the most part agreed that 
the present-day struggle between nations to secure or retain control 
over such commodities as petroleum, rubber, copper and certain other 

inerals is more likely to lead to international conflict than are national 
efforts to secure markets for manufactured goods. If the chances of 
war are to be reduced to a minimum, it is evident that some plan must 
be devised whereby the world’s supplies of these present-day necessities 
can be made available to those producers who can make the best use of 

Of the nations which have been most insistent in their efforts to have 
established a free world market for the purchase of the raw materials 
for manufacture, one is Italy, which has very few of such resources. 
Another is the United States, which possesses an abundance of many of 
the most important minerals and basic materials for manufactures but 
ag, nevertheless, dependent on outside sources for such things as 

rubber, long-staple cotton, manganese, nickel, chromium, tin ore, raw 
silk, pulp wood, sisal and potash, all of which are either not produced 
at all in this country or in quantities insufficient to meet the needs of our 
manufactures. The plea for an open market for raw materials may 

m, therefore, to be peculiarly an American one. Certain foreign na- 
tions which have been restricting the export of raw materials found 
within their dominions have not hesitated to call attention to the ap- 
parent inconsistency of the American demand for a free market in which 
‘o purchase supplies with our insistence that our own market must be 
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0 yndeveloped resources. National prides and national animosities have 
r yindered but not prevented this exploitation. The need of undeveloped 
18 or impoverished nations for revenues and the lack of sufficient capital 
‘y ‘or the development of their own resources have induced industrially 
in backward nations to make bargains with and grant concessions to pri- 
es J yate corporations for the purchase or lease of forest, mineral and other 
ot lands within the boundaries of which the desired resources are supposed 
of to lie. Railways have been built, mining shafts sunk, oil wells driven and 
plantations developed when necessary for the development of the re- 
ag sources acquired, and even the native population has shared to some ex- 
8; tent in the prosperity brought by outside capital. 
ne Economie conflict arises when other capitalistic enterprises, perhaps 
ie- under the control of other nations, begin to develop similar resources 
is- within the same country or perhaps in another part of the world and the 
80 competing interests begin to place their products on the world market. 


Then price wars follow which may be severe while they last, especially if 
resources have been over-developed and not all the products can be 
sold at profitable prices. In the old days of the chartered trading com- 
panies, the conflict would have taken on a military aspect, for the char- 


ke ters of the different companies would have authorized them to raise 
Xi armies, build fleets and to wage war, as did the British, Dutch and French 
by East India companies when they struggled to gain control of the ac- 
to cumulated wealth of the Indies. But in the present era the industrial 
be and trading corporations do not possess the authority or the resources 
of 


towage war. They are now accustomed to look to the governments of 
their own countries to protect their interests. However, it is just this 
combination of private and political agencies for the purpose of acquir- 
ing or retaining control of natural resources and markets in regions 
where foreign capital is engaged in the exploitation of such resources 
which presents the greatest possibilities of war. The diplomatic efforts 
of our own government to prevent other than American capitalists from 
participation in the work of developing the natural resources of countries 
in the Caribbean area have been especially disturbing in their effects on 
the creation of a feeling of international good will and have made our 
professions of a desire to see the open-door policy maintained elsewhere 
seem insincere. It is a fair question whether a hands-off policy on the 
part of governments which are sincere in their claims that they are not 
pursuing imperialistic policies, and a limitation of their interference 
‘o a dignified but strongly-worded protest against unwarranted attacks 
made on their nationals who have invested their capital abroad would 
not in the end create a better international feeling and afford more 
protection to capital than do naval demonstrations or the threats of 
military interference. 
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means of retaining control of economic 

effective means is that of interna. 
There are few countries which actuall, 
.rticipation in domestic enterprises al- 


lien ownership of land or impose special 


of their natural resources. The lays 
ynal monopolies seldom make any dis- 
international combinations of capital. 
popular, especially since the World 
ons to be formed to secure concessions 
11 resources when large capital invest- 
lly happens, the capital investments in 
ral or many countries, such nations 
the preservation of peace. 
| in this paper to give a description of 
yr even to recite their names. Most of 
of the European iron and steel cartels, 
formed in the potash, fixed nitrogen, 

of the Swedish-American match trust, 
reements in the oil, sugar, rubber and 
.greements or combinations have been 

1 or to stabilize prices, it is true; but 
every one of these combinations, agre:- 
marks a shifting of conflict from the 
and, to the extent to which this takes 
r between the nations. 
\id that capital knows neither national 
il security, it works as willingly for 
is for Protestant, for the yellow race 
governments having assumed certain 
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tional pride is at stake and statesmen 
to find new formulas which seem to 
reality they adopt new ones. But 
embarrassments. Economic life is by 
New forces make their appearance 
lving commercial and industrial prob- 
ve succeeded but which have lost vigor 
hlessly as are old machines or old 
it will usually be found to be the part 
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rangements which are made for its investment and management except 


to protect their citizens against monopolistic price policies. 

— leaders are at times unable to solve the problems which 

e from excessive competition, as we know from recent failures to 
agree on a policy of restricted production by the oil, steel, sugar, and 
rubber interests ; but in these cases competition is always at work to bring 
about an agreement later when the failure to agree means continued over- 
»roduction and unprofitable prices. 
‘Tt must not be forgotten that the policy of laissez-faire was first 
‘nounced and subsequently developed in the field of international trade 
and while the intervening years have witnessed many departures 
from it by the nations of the world, economists in general have continued 
to give it their support within this sphere of action. Attacks upon the 
principle have for the most part been made when its extreme advocates 
have sought to justify it as a regulating force in the struggle between 
labor and capital or that between producer and ed In the field 
international economics the struggle is not likely to Be less intense, 
hut it will be short-lived; and it may well serve as a satisfactory substi- 
tnte for international conflicts of a more sanguinary nature. 
Matruew B. Hammonp 
Ohio State University 
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THE GROW N THE RELATIVE IMPORTANCE OF THR are 

LARGE Ct . TION IN AMERICAN ECONOMIC LIFF: at it 

Very large ss assets over $80,000,000 occupy an increasing; try | 
domin positi te that this class controls 80 per cent of assets B 
of corporatior rly traded on the New York Stock Exchange ary 
and that the 2 ial corporations in 1927 controlled over 45 per ite 
cent of the asset f il corporations, received over 40 per cent of cor, ane 
porate income, « 5 per cent of all business wealth and between 15 ang the 
25 per cent of 1 Between 1909 and 1927 the assets of the 200 larges, af si 
increased more t fast as the assets of other non-financial corporations e 
They reinvested f their earnings, secured a larger proportion of equi 
new capital in nd increased in size through mergers. If recent with 

rates of growth 80 per cent of non-financial corporate wealth would I 
be in the hands s by 1950. . 

of W 
The huge « ome to be a commonplace in Americap Yau 
economic lift ajor industries which cannot boast of at sam 
least one cor] sets over a hundred million dollars. Six assi 
industries can or more “billion dollar” companies. 4 can 
merger creatit dollar concern results in little public dis- oth 
cussion. The i s almost daily contact with one of these great wea 
companies. If |! lly employed by one of them he at least uses rou 
the telephone, way, drives an automobile, buys gasoline Ket 
And it is ext: lo any of these, as well as countless other cho 
things, withor ly or indirectly with a huge corporation. net 
In spite of 1 irity with individual large corporations, tol 
there has beer rmation available to indicate the extent ch 
to which the | s as a group have come to dominate in- cor 
dustry. We! ilar corporations have grown with amaz- wil 
ing rapidity | ive declined in size. Industry as a whole has | 
grown. Hav porations as a group kept pace? Have they Wl 
increased ever vy? Are they coming to absorb a larger ASS 
proportion of ll we regard them, not, as in the past, in In 
the light of n ion, and the trust problem, but as forms pu 
of enterprise t t of the economic activity of the future 
will be carried 
It is the pu sent article to examine the large corpora- fr 
} 

tions in the lig ons and quite apart from any trade re- s 
straining influ y may have; to present a picture of the 
extent to whi ndustry today; and in particular to fur of 
nish evidence t rporations are already so important and ' 

+The follov rrowth of a project in combined legal and eco- 
nomic research « umbia Law School under the auspices of the 
Columbia Social S uncil. Certain important conclusions have been 
based on income r prior years. After the material was in typ 
the statistics of ecame available. They clearly support the cor as 


clusions based o1 Where relevant they have been attached. 
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are so rapidly increasing in importance that if this growth continues 
at its present rate, most of the industrial wealth and activity of the coun- 
try will soon be in the hands of a few huge units. 

‘Before measuring the importance of the large corporation, it is neces- 
sary to select a measure of size. For this purpose the gross assets® 
controlled by a corporation have been employed, though, where possible, 
the results obtained have been checked by the use of a second measure 
of size—net earnings.* Other measures could undoubtedly be used with 
equal justification, but the available materials allow greater accuracy 
with the two chosen. 

It should be noted that both these measures are roughly measures 
of wealth, though wealth would be differently defined in each case. While 
iccounting practice varies widely with different companies and with the 
same company at different times as to the mode of determining gross 
assets and net income, the major differences in accounting presumably 
cancel out where one large group of companies is compared with an- 
other large group. Gross assets are then roughly proportional to 
wealth based on its depreciated cost. Net income, on the other hand, is 
roughly proportional to the market value of these properties since mar- 
ket value is based primarily upon income-producing capacity.* If we 
chose to base the definition of wealth not on cost but on market value, 
net income would then be roughly proportional to wealth. Both defini- 
tions of wealth are widely current, and no effort is being made here to 
choose between them. It is sufficient to point out that if groups of 
corporations are graded in size by gross assets or by net income, they 
will be grouped roughly according to wealth. 

In addition to a measure of size, it is necessary to have in mind 
what lies behind the concept “large corporation.” A company having 
assets of a million dollars would be considered large by many people. 
In 1927 (the most recent year for which income tax data have been 
published) two-thirds of all the corporations reporting net income 

ined less than $5,000. The average non-financial corporation in 

*Gross assets less depreciation. In some balance sheets depreciation is subtracted 
from assets and in others it is included as a liability. Both practices are legitimate, 
but the latter results in a larger figure for gross assets. An adjustment has, there- 
fore, been made where necessary to obtain gross assets exclusive of depreciation. 


*Statutory net income as compiled by the Treasury Department. This consists 
of the untaxed net income derived by a corporation directly from its business opera- 

‘This takes no account of the wealth represented on the liability side of the 
balance sheet by bonds, notes, etc. The tax data used in this study do not make 
possibie the inclusion of the income from this wealth. If, for each group of corpora- 
ions compared, the interest paid on borrowings were proportional to net income, 
‘hen the latter would be proportional to wealth. To the extent that interest paid 
is not proportional to income, the latter would be inaccurate as a measure. 

"Statistics of Income, 1927, p. 19. 
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that year | ' only $22,000° and gross assets of by 
$570,000." I with the great modern corporations, these 
median or tions are pygmies. Based on assets, the 
American J Telegraph Company would be equivalent 
over 6,000 a rporations ; the United States Steel Corpora. 
tion to over 4 nsylvania Railroad (exclusive of the Pennroad 
Corporation 1,000 \ hundred million dollar company would 
be equivalent ly 200 average corporations. If, then, we 
restrict our 5 ce corporations to those with 80 to 100 
million asset :pparent that we will be dealing only with 
super-corpo! rporations far separated, at least in size, 
from the ave! em so large as to be almost beyond imagina- 
tion. Itis v porations that we have to deal. 

The study restricted to non-financial corporations. The 
inclusion of |} companies, etc., would involve considerable 
duplications, ortant part of their assets are composed of 
securities of nies. On the other hand, all organizations 
such as Mas s, which are classed as corporations for 
income tax p ; luded. 

In seeking ure of the relative position of these large 
corporations > areas will be examined: (1) the New York 
stock market yrate wealth; (8) all business wealth; and 


(4) the nati 


rporation in Relation to the 
York Stock Market 


In the Ne k market there can be no question of the 
dominant po re corporation. Taking the list of stocks 
published ws rcial and Financial Chronicle and cover- 
ing all but stocks traded on the New York Stock Ex- 
change in a 130 out of the 573 independent American 
corporations n be classed as huge companies, each re 
porting asset hundred million dollars.* These 180 com- 

diff 

* Tbid., pp. 1 me of all non-financial corporations reporting net ie 
income divided non-financial corporation tax returns. If the net a 
income minus h corporations had been divided by the number of cs 
corporations, tl save been $16,000. If the net income of all corpora- 
tions reporting n divided by the number of corporations report: 
ing net income ve been $41,000. 

Ibid Pp ‘ 

® The stocks « were included in the list published by the Com- 
mercial and | n the issue selected, that of the typical week of 
March 9, 1929 e subsidiaries of other corporations on the list, 21 
were foreign 3 were financial corporations. When a corporation 


listed on the « iary of a corporation not listed, the parent was 
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panies controlled more than 80 per cent of the assets of all the companies 
represented. In the following table, these corporations are grouped by 
size showing the total assets held by each group and the per cent which 
this represents of the assets of all the corporations covered :* 


Size measured by Number of Gross assets held Per cent of 

gross assets companies by group total assets 
Tinder $50,000,000. . 872 $7 , 325,000,000 10.9 
¢50-$100,000,000. . ; 71 4,950 ,000 ,000 7.4 
Over $100,000,000....... 130 54,714,000, 000 81.7 
“Total. $66 , 989 , 000 , 000 100.0 


Besides showing the overwhelming importance of the huge corporation, 
this table shows what is perhaps of even greater significance, the relative 
unimportance of the medium-sized corporation having assets between 
$50,000,000 and $100,000,000 and as a group controlling less than 8 
per cent of the total assets represented. ‘The small corporations—and 
in this day of industrial giants the reader must not be shocked by the 
reference to all corporations with assets less than $50,000,000 as small 
—though numerous, do not hold an important position. It is note- 
worthy, however, that practically half the corporations included had less 
than $80,000,000 assets and as a group controlled less than 6 per cent 
of the total. Table I shows the companies distributed in more detail 
according to size. 


The Large Corporation in Relation to All Corporations as 
Measured by Assets 
While the large corporation bulks so important among corporations 
listed on the stock exchange, this is no indication that it plays such an 
important réle in comparison with all corporations. To discover its 


regarded as represented on the exchange. The assets of the listed corporations were 
obtained in Moody’s Manuals for 1928 and 1929. 

‘A similar study was made for the independent companies listed on the New 
York Curb Exchange, using the curb transaction list from the same issue of the 
Commercial and Financial Chronicle. Unfortunately the study was first made for a 
different purpose which involved only the companies in existence in 1927 and a 
ompilation of assets as of that date. For this reason it does not include many 
ompanies which should be added. As the correction would probably not make a 
radical difference in the set of percentages, the uncorrected results are given below: 


Size measured by Number of Gross assets held Per cent of 
gross assets companies by group total assets 


Under $50,000,000............ 371 $3 ,731 ,000 ,000 24.3 
850-$100,000,000. . 31 2 ,308 ,000 ,000 15.0 
Iver $100,000,000 37 9 ,338 ,000 ,000 60.7 

Total. 439 $15 ,377 ,000 ,000 100.0 
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ESENTED BY Stock ListTED AND AcTIvE 


mK Stock ExcuHaNnGce! 
lent corporations 


f || Gross assets in million dollars | Number of 
corporations 
— 
4 
3 
4 
Grand total........... 573 


il Chronicle, vol. 128, no. 3324 (March 9, 1999), 


Ut lity and Industrial Manuals for 1928 and 1929 


list was compiled of the two hundred 


in Moody’s 1928 Industrial, Public 


having the largest gross assets.*° This 


ublic utilities, and 97 industrial com- 
$85,000,000 at the end of 1927. 
ndred largest non-financial corporations 


The 


ross assets directly controlled by these 


tially counterbalancing factors. Ex- 


lance sheets of various companies shows 


the securities of other corporations. 
of independent companies or of sub- 
consolidated with the accounts of the 
nsolidate only subsidiaries which are 
nt stock ownership.) In the former 
iter than are actually controlled. In 
ir less than are controlled since as 


bsidiary are greater in value than the 


S two factors must in some measure 


It to say with certainty which factor 


ted balance sheet was not given in Moody's 
ssets of the assets of th 
in affiliated companies. These estimates, 

re sufficiently so for the present purpose. 
rent was given but a very rough estimate 0! 
the bonds and stocks of the parent company 
ries. See Tables Ila to Ile in Appendix. 
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dominates, but there are many indications that the securities of 
subsidiaries play the more important réle. For this reason there ap- 
pears to be little danger of overestimating the assets controlled by the 
large companies if the assumption is made that these two items just 
cancel each other and that, for the group of companies as a whole, the 
assets reported are exactly equal to the assets controlled. 

In order to measure the percentage of all corporate assets which this 
figure represents, an estimate of the gross assets of all non-financial cor- 
porations was derived from income tax figures. In 1927, the gross 
assets of all non-financial corporations whose balance sheets were tabu- 
lated by the Treasury Department amounted to $174,600,000,000." 
This figure is not, however, immediately comparable with that for the two 
hundred largest corporations. ‘Two sets of adjustments must be made. 
First, the balance sheets tabulated do not include all corporations. 
Ninety-nine and one-half per cent of the corporations reporting net 
income over $5,000,000 are included and 99 per cent of the corporations 
reporting a net income between $10,000 and $5,000,000; but only 89 
per cent of corporations reporting no income or income less than 
$10,000 are included.’* Presumably the companies in the last group 
whose balance sheets were not tabulated were, for the most part, small 
and would not appreciably increase the total even if included. It is, 
therefore, reasonable to assume that 99 per cent of the assets of all 
corporations are included in the total. On this basis the gross assets 
of all corporations would have been increased one per cent to 
$176,400,000,000. 

One further correction must be made. An important portion of these 
assets are represented by the securities of subsidiaries and other corpora- 
tions whose assets are also included. To make the figure comparable 
to that of the two hundred corporations, this amount, covering both 
stocks, bonds, and loans, should be deducted if duplication is to be 
avoided. Non-financial corporations paid $5,354,800,000 in cash divi- 
dends and received from domestic corporations $1,098,600,000 in divi- 
dends, thus indicating that they owned approximately 20.5 per cent of 
the stocks of other corporations.** The capital stocks of all non-finan- 
cial corporations were carried on their own books at $76,200,000,000.** 
Assuming that corporations carry the stocks of other corporations at 

“Gross assets of all corporations minus the gross assets of financial corporations, 
Statistics of Income, 1927, p. 872. The Treasury Department requires that depreci- 
ation should be subtracted from assets. 

"Statistics of Income, 1927, pp. 380 and 383. For each group the number of re- 
turns filed and the number of balance sheets compiled were calculated by subtracting 
the financial corporations from all corporations. 

"Statistics of Income, 1927, pp. 812 and 315. This assumes that the volume of 


stocks of financial corporations owned by non-financial corporations was negligible. 
“Statistics of Income, 1927, p. 373. 
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the same va ng corporation (par in many cases), 205 

per cent of 5,600,000,000, would be the amount of 

duplication be subtracted due to the holding of the 

A similar made for loans to other corporations, 
either throug f bonds, or, more frequently, by direct 
loans to subs 27, non-financial corporations reported the 
receipt of $7 nterest exclusive of that received from 
federal, stat ls. This item included interest on bank 
deposits, no ind corporation bonds. The total 
cosh and hb n-financial corporations amounted to 
7 131.000.00 per cent, would yield $214,000,000 of in- 
terest, probal - than was actually received. Assuming 
‘t to be corr: vould remain $554,800,000 of interest 
derived from | ;, partnerships and other corporations, 
Since only fir ns make a wide practice of loaning to 
individuals, it o attribute at least three-quarters of 
this interest, o loans to other corporations. Capital- 
ized at 5 per rive a capital sum of $8,300,000,000 as 
the amount o ncluded in the figure of gross assets as a 
result of loan tions. 

When cor these two factors, the resulting figure 
for the gross financial corporations, 802,993, in nun- 
ber, is $152,5( : the 200 largest non-financial corpora- 


assets of $67,165,000,000, they would 
ll non-financial corporate wealth.” 


ap r to con 

In the opini t writer, this is a conservative figure. It 
seems probabl ly half of all corporate assets, excluding 
those of fina controlled by the 200 largest non- 
financial cor 

‘In 1 corporations are carried by the owning 
corporation at a recorded by the ‘issuing corporation, par- 
ticularly in the where part of the capital realized from the 
sale of stock |! paid in surplus.” Only occasionally are stocks 
carried L ssuing corporation. This tends to minimize 
the figure for st ions. 

1% Derived fro 1927, pp. 812 and 315. 

Statistics nd 315. 

# Dr. King | .0533 as the ratios of interest paid to funded 
debt in 1925 f ind electric light and power companies re- 
spectively. (The Its Purchasing Power, National Bureau of 
Econo! Resi 1930, p. 201.) Short term unfunded debt was 
presumably paid 

% The corres] 28 45.5 per cent. This assumes that 97 per 
cent of the c rp I ted. (Statistics of Income, 1928, pp. 318, 321 


880 and 381.) 
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0.5 The Large Corporation in Relation to All Corporations as 
: of Measured by Net Income 


A partial check on this figure was obtained by estimating the propor- 
tion of the net income of all non-financial corporations which was re- 
ceived by the 200 largest. This estimate was based on the Treasury 


rect Department’s compilations of the net income of corporations in 1927 as 
the reported for different income groups. Unfortunately for the present 
rom purpose, subsidiaries which filed separate income tax returns were tabu- 
ank lated as separate corporations. All corporations, even subsidiaries, 
otal were required to file separate returns, except where 95 per cent or more 
- to of the stock (or of the voting stock) was held by a parent corporation.” 
in- Even in such cases they were allowed to file separate returns if they so 
ung desired. It is therefore apparent that frequently the net income re- 
rest ported by a corporation did not include all the net income derived from 
ons. property under its control. For instance, the American Telephone and 
g to Telegraph Company was presumably represented in income tax returns 
s of as four companies, the parent company with assets over $3,000 mil- 
tal- lion in 1928, the Pacific Telephone and Telegraph Company with assets 
D as over $379 million, the New England Telephone and Telegraph Company 
AS A with $268 million assets and the Mountain States Telephone and Tele- 
graph Company with $80 million assets. Even dividends received from 
pure these subsidiaries were not included in the statutory net income of the 
um- parent, which, therefore, appears smaller in the income tax compilation 
ora- than would be warranted by the amount of net income derived from 
ould property under its control. Many other large corporations were in 
| the same situation. For this reason the earned income reported by the 
It large companies is frequently less than the earnings of property under 
Jing their control. 
hon- A second factor tending to minimize the apparent importance of the 
large corporation, is the greater proportion of its income which is paid 
out as interest and therefore is not included as “statutory net income.” 
ming 
par- * Revenue Act of 1926, Sec. 240 (a), (c) and (d). In case 95 per cent or more 
» the f the stock or of the voting stock of each of two or more corporations was owned 
tocks by “the same interests” the corporations could file a consolidated return and would, 
imize there fore, appear as a single corporation in the statistics of income. Such a situation 
arises so infrequently that it need not be regarded here. 
® Sub sidiaries of the American Telephone and Telegraph Company presumably 
filing income tax returns separate from parent in 1928, (i.¢., less than 95 per cent 
inded ow owned). Derived from Bell Telephone Securities-Reference Tables and Descriptions, 
$ Te- 1929, published by the Bell Telephone Securities Company, a subsidiary of the Ameri- 
an of can Telephone and Telegraph Company. Figures as of December 31, 1928: 
Gross assets Per cent stock owned 
in millions va by A. T. & T. Co. 
om $ 80.1 Mountain States Tel. & Tel. Co. 72.82 
» 321 268.6 New England Tel. & Tel. Co. 61 98 


879.6 Pacific Tel. & Tel. Co. 82.00 
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Taste III 
GrowTH ws as Measured By Statutory Net Income! cor 
inct 
nated | Estimated th 
Net income | net income P = 
I f 200 | Per cent by | of 800 next ba ys by th 
st non- | largest 200 | largest non- bow y argest nor 
cor] financial corporations financial 
rporations | corporations tons 4 
lars (milliondollars) i 
1920 07 33.4 $1,305 19.0 800 
192] 1.354 | 37.6 708 19.6 aft 
1999 58 $2.2 1,151 19.0 alt 
008 45 | $2.8 1,386 18.6 cor} 
1994 s | 36.0 1,247 19.0 
1995 99 | 87.1 1,522 18.9 = 
1926 ) | 40.0 1,564 18.7 net 
927 865 | 38.4 1,360 18.2 
1998 93 | 40.4 1,618 18.7 an 
800 
1920-1923 15 33.5 $1,137 18.9 cor 
hav 
Average } 
1924-1927 888 37.9 | $1,425 18.7 wou 
1 Derived | r the respective years. Net income of all non-finar- ine 
cial corporations ncome of all corporations reporting net income les 
that of financia net income. Income for the largest 200 was estimated cor 
by taking the ncial corporations reporting income over $5,000,000 in | 
including near ing to this an estimate of the income of additional 
companies to make In each case the few additional companies were assumed un 
to have a net i the average income of the added companies had been cell 
$4,500,000 it w stimate in 1927 only from 38.4 to 38.2 per cent. h 
other years the « n very much less. As in each year there were appror- tha 
imately 800 cor s between $1,000,000 and $5,000,000, it is unlikely loll 
that the averag mpanies necessary to make up the 200 largest would ; 
have been below robably closer to $5,000,000. The assumption of the was 
latter figures v 1 to appreciable error.) ; dre 
Income for t s estimated by taking the income of all non-financial 
corporations re} me of over $1,000,000 (approximately 900 corpor- 10u 
tions in each ys mate of the income of additional companies to makes 
total of 1,000, tl ng assumed to have an income of $1,000,000. From 
the resulting fig ome of the largest 200 was subtracted. (Error duet 
the probability t inies had an average income of somewhat less than 
$1,000,000 would 1verage in 1927 had been $900,000 it would have re 
duced the perce 18.1. As there were nearly 1,000 corporations having LUI 
incomes betweer 100, the average income of the added companies must ev 
have been more 1 $900,000. In other years the error would be even less. 
It is fairly « re companies, particularly railroads ani al 
public utiliti irger indebtedness in proportion to thei ter 
size than sm 2 
Keeping in hat the income tax figures therefore tend $ 
to minimize t he large corporations, just what do they = 
show? In ] ndred largest non-financial corporations, no 
each with a1 1,000,000 received 38.4 per cent of the ir Hi " 
come of all s.°2 If the net income of all subsidiary 
= The corre 28 is 40.4 per cent. See Table ITI. fro 


— 
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corporations had been included in the net income of parents, and if 
‘come had included amounts paid out as interest, it is probable that 
the two hundred largest would have received well over 40 per cent of 


t by the net income of all corporations. This figure would tend to give sup- 
os port to the figure derived on the basis of gross assets. 
s The income figures also give support to the conclusion that the 


medium-sized corporation is not a particularly important factor. The 
00 non-financial corporations next in size (according to net income) 
after the largest 200, received only 18.2 per cent of the net income of all 
corporations. This figure covers all corporations reporting income of 
sited one million dollars and less than four and one half million dollars, 
income representing assets ranging roughly from 18 to 80 million dol- 
lars. If all corporations had filed consolidated income accounts, the 
— 800 corporations would have reported a still smaller proportion of 
corporate income since that of many important corporations would 
— have been shifted into the higher group and only a slight balancing 
vould come through addition from below. 
— In contrast to the medium-sized, the small corporation, reporting an 
inav- income under one million dollars, makes an important showing. Such 
he corporations accounted for 43.4 per cent of all corporate income, due, 
00,000 in large measure, to the sheer weight of numbers among the smallest 
itional 
need units. Over 28 per cent of the net income of all corporations was re- 
Ayn ceived by the 178,278” corporations, each reporting net income of less 
ppror than $250,000 and in the main, having assets of less than four million 
alikel dollars. This would seem to indicate that the bulk of corporate wealth 
was represented either by huge units having assets running into the hun- 
dreds of millions or by relatively small corporations having assets under 


would 
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The Large Corporation in Relation to All Business Wealth 
There appears to be no adequate basis for determining the exact re- 


having lation of corporate wealth to all business wealth. It is possible, how- 
om ever, to make a very rough approximation on the basis of the net income 


+ 


of corporations and the net income of non-corporate business. The 
statutory net income of all non-financial corporations, exclusive of in- 
terest received, amounted in 1927 to $6,886,700,000.%* The statutory 
net income of private business can be estimated as follows: All individu- 
Js and partnerships having a gross income of $5,000 or over from 


and 
their 


tend 


) they business or professional activity were required to file tax returns. Since 
tions, no appreciable business can exist without gross sales of over $5,000, 
he in- we may be sure that practically all the income from private business is 


diary * Statistics of Income, 1927, pp. 365 and 869. 
“Statutory net income of non-financial corporations minus interest other than that 


from government bonds. Derived from Statistics of Income, 1927, pp. 316 and 3819. 
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‘rom private business and the professions 


00,000. To make this figure comparable to the 


deductions must be made: first, the profes. 
an amount to compensate for the direct 
item which is included as a cost in the cage 


income into business and professional can 

ly divided on the basis of figures which have 
'reasury Department for all returns reporting 
0 and covering over one-third of private business 
Forty per cent* of this income was received 

| as “service” and including all professions, 
bulk of this amount must have been pro- 
yportant extent, hotels and amusements are 
If three-quarters of this amount was pro- 


‘f the sample must have been professional 
ncome. Applying this percentage” to the 
professional income would give $3,500,000,000 
ite business. This income was received by 
s."° How much should be subtracted 
f the proprietors? No basis is available for 
the figure used would markedly affect the 
return per proprietor of $1,500 would seem 

te. Using this figure, the part of the net 
hich should properly be attributed to labor 
).000,000, leaving $2,000,000,000 as the net in- 
te business comparable to the $6,886,700,000 
‘ial corporations. The total net income 
mount to $8,886,700,000, 77.5 per cent of 

ite. This probably underestimates by a 

of business wealth controlled by corpora- 


00 largest corporations controlled roughly 44 
corporate wealth. If corporate wealth 
nt of all business wealth, the two hundred 


nership $1,755,100,000, Statistics of Income, 1927, 


11 
proportion of business and professional income 
reporting incorne under $5,000 and that a larger 
is professional. 
s not reported in 1927 but in 1925, 700,000 in- 
p. 8), received the non-service income, while the 
proximately one-half that of individual business. 
ources was approximately the same as in 1925. 
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largest corporations would have controlled 34.2 per cent of all business 
wealth. his final figure is, at best, only a rough approximation tending 
+o minimize the importance of the large corporation. It is the writer’s 
belief that the two hundred largest corporations controlled between 35 
and 45 per cent of all business wealth—excluding from business wealth 
that of government, agriculture and the professions. 


The Large Corporation in Relation to National Wealth 


The comparison of the wealth of the 200 largest corporations with 
the national wealth involves no tedious analysis; but, as all estimates 
of national wealth can only be very rough, the results are necessarily 
only approximate, The National Industrial Conference Board has esti- 
mated that the national wealth in 1927 amounted to $346,399,000,000 ;”° 
while the gross assets of the 200 largest corporations amounted to only 
$67,165,000,000* or 19.4 per cent of the total wealth of the country. 
The lower relative importance of the large corporation is due, in the 
main, to the importance of agricultural land and improvements, residen- 
tial real estate, personal property, including automobiles, and the large 
volume of government property. 

To recapitulate, the following table gives the results of the foregoing 
analysis: 


ProportTION OF VARIous Economic AREAS CovERED BY LARGE CORPORATIONS 
ON OR ABOUT JANUARY 1, 1928 


Actual figure 
Controlling unit obtained by Probable 
computation limits 


(per cent) (per cent) 


All non-financial corporations 


200 largest (gross assets over $85,000,000). ............... 44.0 45-50 

200 largest (net income over $4,500,000).................. 38.2* 40-50 
All non-financial business activity 

200 largest corporations (net income over $4,500,000)... ... 34.1* 35-45 
National wealth 

200 largest corporations (gross assets over $85,000,000)... . . 19.4 15-25 


* Unadjusted for unconsolidated subsidiaries. 


It is apparent from these figures that a very considerable portion of 
the industrial wealth of the country has been concentrated under the 
control of a relatively few huge units. There were over 300,000 non- 
financial corporations in the country in 1927. Yet 200 of these, or less 
than seven-hundredths of one per cent, control nearly half the corporate 
wealth. 

*The Conference Board Bulletin, no. 38 (February 25, 1930), p. 303, National 
Industrial Conference Board, New York. 

“The error due to including bills receivable in gross assets is not sufficiently 
large in comparison to the probable error in the estimate of national wealth to war- 
rant making an adjustment. 
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bly the interests of the latter become the in- 
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bered that the influence of one of these huge 
yond the assets under its direct control, 
ll to or buy from the larger companies are 
m to a vastly greater extent than by other 
they might deal. In many cases the cop- — 
aller company depends on the favor of the 


influence of the larger company on prices 


by its mere size, even though it does not begin — 


Its political influence may be tremendous, 
of corporate wealth is controlled by two 
ind half by smaller companies it is fair 


re than half of industry is dominated by 


rations as Measured by Gross Assets 
than the relative position of the large cor- 
' their growth. Are they growing more 
tions and than national wealth; or, more 
control a larger proportion of industrial 


larger proportion of industrial income? To sas 


studies were made, the first based on gross nes 


mt 
income. 


respective years were computed by the 
or 1927. For each year between 1919 and 
d which gave a figure practically equivalent 
200 largest corporations.** The assets of 
ns included in both the 1919 and 1927 list 
mediate year. ‘To the resulting figure were 

47 largest corporations not already in- 
which was almost identical with the figure 


ypiled. The results of the compilation are 
1). The assets of the 200 largest corpora- 
years from 1909 to 1919 from $26.0 billion 
of 68 per cent. In the next ten years from 


d to approximately $78.0 billion,® an in- " 
of the 153 corporations became so small in the t 
luded among the 200 largest. r 

trend by adding to the figure for 1928 the average . 


e years. 
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Taste IV 
Comparison OF GrowTH or Larce Corporations with GrowtTH or ALL 
CoRPORATIONS 
7 200 largest non- All non-financial 
financial corporations corporations 
Gross assets as | Annual rate |Estimated wealth as} Annual rate 
of December $1! | of growth? of December 31 of growth? 
Year (million dollars) (per cent) (million dollars) (per cent) 
(a) (b) (ec) (d) 
$26 ,063) $63 ,300° ) 
1919 43,718 | 
1920 48,450 §.1 3.0 
1921 47 , 762 90,5074 
1922 49 ,729 4.1 | 4.3 
1923 51,886 4.2 
1924 54,337 4.7 102 , 658°} 
1925 58,317 7.2 \ 4.8 
1926 63 , 404 8.7 112, 435°/ 
1927 67,165 5.9 117 ,6937 4.5 
1928 73,139 8.6 124,334° 5.7 
1909-1927 5.3 3.5 
1921-1927 6.0 4.4 
1924-1927 7.3 4.7 


! For method of obtaining figures see text. 

2 Where an interval of more than a year intervenes between successive figures, the annual 
rate of growth is figured on a basis which gives a rate compounded annually. 

* Estimate obtained by determining the per cent growth in the capital stocks and indebted- 
ness of all non-financial corporations between December 31, 1909 (Annual Report of the Com- 
missioner of Internal Revenue, 1910, pp. 69 and 74) and December 31, 1924 (Statistics of In- 
come, 1925, pp. 31, 483 and 46). In the latter year the fair value of all capital stocks was used, 
as it was somewhat larger than total par value even for those corporations reporting par 
value. This percentage was then applied to the estimated wealth of non-financial corpora- 
tions on December 31, 1924. 

‘Estimate of non-financial corporate wealth made by the Federal Trade Commission 
and based upon the capital stock tax returns for approximately December 31, 1921, as com- 
piled by the Treasury Department. (National Wealth and Income, Federal Trade Commis- 
sion, p. 184.) This figure includes real estate, buildings, and equipment as reported and esti- 
mates for cash and inventory. Figures cover all corporations 

* Figures for real estate, buildings, equipment, cash. and inventory of all non-financial 
corporations as tabulated by the Treasury Department (Statistics of Income, 1925, p. 40) 
plus an adjustment for wealth of corporations whose balance sheets were not tabulated. Ad- 
justment was made by assuming the wealth of corporations whose assets were not tabulated 
was in the same proportion to the fair value of their stock as the wealth of corporations tabu- 
lated to the fair value of their stock (ibid., p. 31). 

® Real estate, buildings, etc., of non-financial corporations (Statistics of Income, 1926, pp. 
360 and 390) adjusted for corporations whose balance sheets were not tabulated. This ad- 
justment was made on the basis of the proportion of balance sheets tabulated in each income 
class. As over 99 per cent of all but the very smallest corporations appear to have been tabu- 
lated, the error in estimation cannot be large (ibid., pp. 356, 358, 360, and 398). 

7 Same basis as (6) (Statistics of Income, 1927, pp. 371, 372, 380 and 382). 

* Same basis as (6), except that 97 per cent of balance sheets were assumed to be tabu- 
lated. (Statistics of Income, 1928, pp. 32, $80 and 386.) 


Table V gives the growth of 153 identical corporations included in 
the largest 200 in both 1919 and 1927. ‘The assets of 45 identical 
railroads increased from $18 billion in 1919 to $22 billion in 1927 or 
21 per cent; 72 identical industrial corporations increased from $14 
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billion to $2 period, a growth of approximately 59 
per cent in public utility field, as is well know, 
the rate was 1. In the same eight years the assets of 
V 
Gross Corporations Common To Bora 1919 anp 
I AMERICAN CORPORATIONS 
ss assets 
liars 
On or about 72 $6 public | Total 158 
Decen strials utilities corporations 
64 6,107 | 39 ,088 
6.26 6,485 | 43 439 
665 6.839 42 834 
2 ) 7,850 44 665 
19 8,846 46 ,653 
779 9,921 | 48,688 
181 11,627 52,231 
100 0.645 13 ,684 56 ,364 
15,702 59,405 
t (per cent) (per cent) 

Increase 16.7 157.0 52.4 

1919 27 

An t 

f 2 0 | 12.3 5.3 

1919-1927 

Annual rat 

of gr 5.8 16.5 6.9 

1924-1927 

| 
86 identical £6 billion to $15 billion, or two and one 
half times vth of the utilities approximately con- 
pensates fo1 the railroads, and the total for the 153 
corporatior m $39 billion to $59 billion, or an i- 
crease of p m the same as that shown by the indus 
trials. 

Though t rge corporations shown in these table 
is rapid, il nly if it has been more rapid than that 
of all indus have already discussed the difficulty 
estimating 1 wealth for each year; but, as we hare 
seen, mort ivailable with reference to the wealth 
of corporati he distinction between financial and nor 
financial co ry, especially in view of the rapid growl 
of financial cent years. Where industrial activity 


concerned, t lude such companies from consideration. 
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In examining the growth of the 200 largest corporations, the increase 
in their gross assets has been accepted as a reasonable measure of 
srowth. In measuring the growth of all non-financial corporations, no 
accurate figures for gross assets are available. For certain years, 


notably 1921, 1924, 1926, and 1927, a figure which the Federal Trade 


. Commission has designated as “wealth used in corporate business” can, 
cs however, be employed as a satisfactory measure of growth. This item 
_ includes only cash, inventory, land, buildings and equipment. In each 
of these years the figure is based upon the data supplied from tax re- 
turns, and, to be made comparable for the different years, must be 
ations slightly adjusted, as indicated in the footnotes of Table IV. With these 
83 adjustments the figures for different years become reasonably compara- 
ble and should indicate with a fair degree of accuracy the rate of in- 
B65 crease of all corporate wealth exclusive of that of financial corporations. 
4 For the year 1909 less satisfactory material was available; but an esti- 
231 mate, involving a very much larger margin of error, was made for that 
oa year.® The rates of growth of the wealth of all non-financial corpora- 
' tions, the assets of the 200 largest corporations, and, except for 1909, 
~ the assets of the 158 corporations which were among the 200 largest 
: both in 1919 and in 1927 are given in Tables IV and V. 
These figures indicate that the large corporations as a group are 
1.3 growing very much more rapidly than all corporations. For the period 
from 1909 to 1927 their annual rate of growth has been 5.3 per cent, 
while that of all corporations (assuming the estimates are reliable) has 
a amounted to only 8.5 per cent, and for corporations other than the 
———= FB largest 200 only 2.0 per cent. The large corporations would thus 
appear to be increasing in wealth over 50 per cent faster than all cor- 
porations or over two and one-half times as fast as smaller corporations. 
"ey om B® From 1921 to 1927 the annual rate of growth of the large corporations 
“Y COW BB has been 6.0 per cent compared with 4.4 per cent for all corporations 
the - or 3.1 per cent for the smaller companies. From 1924 to 1927, a 
2 as period of most rapid growth, the annual rates were respectively 7.3 per 
—_— cent for the large, 4.7 per cent for all, and only 2.8 per cent for cor- 
Dae porations other than the largest 200, indicating that the large corpora- 
"| fg Uons were growing more than half again as fast as all corporations and 
three times as fast as smaller corporations.” 
culty 
we = "See note 3, Table IV. 
ee at. suming that the large corporations controlled 45 per cent of all corporate 
assets in 1927, and increased their assets from 1909 to 1927 at the annual rate of 
and noe 53 per cent as against 3.5 for all corporations, the rate of growth of the smaller 
d growth ‘orporation representing 55 per cent of corporate wealth would be 2.0 per cent. The 
tivity i annual rate of growth of smaller corporations in the periods 1921-1927 and 1924 


Jerati 1927 were calculated in the same manner. 
eration. 
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The G1 porations as Measured by Income 

To check { vth, a second study was made based on the 
net income « ; reported by the Treasury Department. 
By the sam¢ i for the year 1927, the statutory net jp. 
come of the % financial corporations, as reported in jp. 
come taxes, r the years from 1920 to 1927. The re 
sults are giv For 1921 the results are misleading as a 
that year, tl n, the net income of all corporations 
was extrem rely statistical grounds, one would ex. 
pect the pro] the corporations reporting the largest 
income to be than normal. In the remaining years, 
however, th think that the figures are not reasonably 
comparabl The results run closely parallel to 
those obtai h in assets was examined. Thus, the 
years from ] y no noticeable growth in the proportion 
of net incor 200 largest. From 1924 to 1927, hovw- 
ever, there se in the proportion of all corporate 
income going , increasing from 33.4 per cent in 1920 
to 38.4 per ¢ 1 an average of 33.5 in the years 1920- 
1923 to ana years 1924-1927. 

This incr n received by the large companies could 
theoretically crounds other than the actual growth 
of the larg | ey had obtained an increasing rate of 
return on th parison with the smaller companies, the 
increase in t] necome could be explained. It could like 
wise be expla 1 that for a large number of subsidiary 
corporations not consolidated with the parent in the 
earlier years lated in the later years. This latter 
explanation, st account for only a very small part 
of the increa tely the same proportion of all non- 
financial cor] reported as received by non-financial 
corporations )22,°° indicating that subsidiaries were re 
ported as s ns to approximately the same extent 
throughout 

It is quit n important part of the increase is ex 
plained by th leness of large corporations; but the fact 
that the cha ly with the change shown for corporate 
wealth tends 1 nclusion that the large corporations 
increased bot} f the wealth and their proportion of the 


income of all ¢ 
Since it s« that an increasing proportion of al 


%20.3 per ce er cent in 1927. Derived from Statistics of 
Income, 1922, pj utistics of Income, 1927, pp. 312 and 315. 


it 
n 
W 
D 
Ce 
6 
9 
v 
il 
W 
| 


March 1931] The Large Corporation 27 


‘ndustrial activity has come under corporate sway, the growth of the 
900 largest in relation to corporate wealth may be accepted as an in- 


on th 

vlan jication that they have been absorbing all industrial wealth at a rate at 
net in- least as rapid. 

‘ ” The Growth of Large Corporations in Relation to Growth 

> asin of National Wealth 

‘ations The relative growth of the wealth of the large corporations and the 
Id ex- national wealth can be roughly calculated. As we have indicated, na- 
argest tional wealth is a difficult concept to define, and all estimates of na- 
years, tional wealth must be, at best, approximate; so that too much reliance 
onably should not be placed on any comparison of the growth of corporate 


Hel to wealth with that of national wealth. The most recent estimate of na- 
is, the tional wealth for the period of years under consideration is that made 
ortion by the National Industrial Conference Board.*” Between 1922 and 


> how. 1928, their estimates indicate a growth in national wealth of 12.5 per 
porate cent compared with the growth in assets®** of the 200 largest corpora- 
n 1920 tions of 45.6 per cent, or annual rates of growth of 2.0 per cent and 


| 1920- 6.3 per cent respectively.*® While the estimates based on the 1930 cen- 


sus may be considerably higher than those of the Conference Board, the 


3 could estimates of the latter for 1928 would have to be increased by over 
growth 30 per cent to make the rate of increase in the national wealth equal to 
rate of that of the 200 corporations. There can, therefore, be little doubt that 
ies, the the wealth of the large corporations has been increasing at a very much 
Id like SM® more rapid rate than the total national wealth. 

sidiary To summarize the conclusions with relation to growth: 

; In the (1) On the basis of gross assets, the large corporations appear to 
latter 


have been growing between two and three times as fast as all other non- 
financial corporations. 
(2) This conclusion is supported by the figures of corporate income. 
(3) Since an increased proportion of industrial wealth presumably 
continues to come under corporate sway, the proportion of industrial 
wealth controlled by the large corporations has been increasing at a 


part 
Il non- 
nancial 
ere 
extent 


“The 1899 census reported 66.7 per cent of all manufactured products are made 


es x by corporations, as against 87.0 per cent in 1919. An extension of trend based on 

he fact the log of the figure for the per cent of manufactured products not made by cor- 

rporate porations according to the census figures of 1899, 1909, and 1919 indicates that in 

rations 1929 approximately 94 per cent of all manufactured products were made by corpora- 

: tions. Basie figures obtained from 14th census of the U.S., vol. viii, pp. 14 and 108. 

a of the * National Industrial Conference Board, Conference Board Bulletin no. 38 (Febru- 
ity 25, 1930), p. 803. 

of al *The use of the gross assets of corporations rather than their tangible wealth is 
reasonable, since the comparison is primarily for noting changes in relationship rather 

istics of than an absolute relationship. 

315. *Compounded annually. 
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rate even fas rtion of corporate wealth controlled by al 
them. W 
(4) nal wealth are extremely approximat, sa 
‘s not pos the growth in the proportion of nationa] la 
wealth « nial porations, but there can be little ques- ex 
tion that th en increasing at a rapid rate. la 
fanner of Growth 

To check sion that large corporations have been 

growing mot || corporations, a study was made of the 
ways in whi h takes place. A given corporation cap ” 
increase the ntrol in three major ways: by reinvesting p 
‘+. earnings, | pital through the sale of securities in the - 
public nin ng control of other corporations by T 
either purcha f securities. While there are numerous . 
se could take place, such as private sale 
hese three so far outweigh other methods 
that they alo lered. Each of these three ways of in- 2 
over the relation of the activity of the 
» 


large corpora ) that of all corporations. 


investment of Earnings 


\ comparis of large corporations with those of all 
corporations big companies as a group save a larger 
proportion of In the six-year period from 1922 to 
1927 inclusiv ns (all of the 200 largest for which cor- 
solidated stat ybtained for each year) saved 88.5 per 
cent of their ble for dividends.*° In the same period, 
“Tanre VI 
ComParRIst CorPoRATIONS AND BY ALL Non-FINANCIAL 
IONS 1922-1927 ( 
Proportion of net income saved 
Calendar year By 108 identical By all non-financial 
rge corporations! corporations* 
or cent (per cent) 
1922 83.8 33.7 
1923 41.5 37.8 
19294 $7.5 26.6 
1995 39.9 36.3 | 
192 12.2 28.2 
1927 35.2 14.8 , 
Total for 6 $8.5 29.4 
108 ident 1 public utilities, and 38 industrials) included 


at eee teen on enol 1927 in the list of 200 largest corporations. In- 
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al] corporations combined saved only 29.4 per cent of their net income.“ 
While the figure for the savings by the 108 corporations does not neces- 
sarily represent the proportion of income saved by all the two hundred 
largest companies as a group, there is no reason to think that a bias 
exists in the large sample chosen. We can therefore conclude that the 
large corporations gain in relation to the smaller corporations as a 
result of savings. 


m B. Growth through Public Offering of Securities 
een 


of the In the second field, the increase in corporate wealth through sale of 
mn can securities in the public markets, the large corporation plays a most im- 
esting portant réle. The Commercial and Financial Chronicle publishes for 
in the each month a list of the new corporate securities offered to the public. 
ns by This list may be accepted as including practically every public offer- 
nerous ing.” For the six years from the beginning of 1922 to the end of 1927, 
e sale the offerings of every third month (March, June, September, and De- 
othods cember) were classified according to (1) those offered by one of the 


200 largest corporations (1927 list) either directly or through a sub- 
sidiary, and (2) those offered by companies independent of the largest 
200. In making the classification all offerings amounting to two million 
dollars or more not made directly by one of the big companies were 
checked to determine whether or not they were made by a subsidiary of 
the latter. Smaller offerings not made by a big company were classed 


of in- 
of the 


ss with the latter only where the offering company was recognized as a 
929 ty subsidiary. It is therefore possible that a few smaller issues were classi- 
ie fied wrongly as offerings of small companies. The total volume of such 
5 pe errors could not have been great; but to the extent that they existed 
sailed they would tend to minimize the proportion of offerings by the large 


companies. 


formation was obtained from Moody’s Railroad, Public Utility, and Industrial Manuals 
covering net income available for dividends and cash dividends paid. Any loss reported 
was treated as negative income. Savings were recorded as net income less cash dividends. 

* Ratio of savings to net profits after taxes for all non-financial corporations as reported 
in Statistics of Income for the respective years. 


“This difference in rate of saving is probably not an indication of greater liberality 
in paying dividends on the part of the small corporations but an indication of their 
greater liability to loss. For both groups, the net income for the group included the 
net income of those making a profit minus the losses suffered by the remainder. 

“A representative of the company publishing the Commercial and Financial 
Chronicle writes—“Bond and investment houses all over the country report to us 
all their offerings, sending us complete details so as to get a notice in our paper, and 
in addition we have virtually all the newspapers of the country searched for informa- 
tion regarding bond and stock offerings of every kind. We have a very extensive 
clipping service of our own, subscribing for hundreds of newspapers, and in addition 
get clippings from numerous regular clipping agencies. In the circumstances we 
do not see how we could fail to learn of any offerings of consequence and therefore 
our offerings of corporate securities may be regarded as practically complete.” 
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dominance of the large corporation 
yroportion issued by the big companie; 
68.2 per cent in different years while th 
m 28.1 to 82.5. There is no clear indica. 
For the whole period, however, 
re offered by the big companies. 


should be made to obtain the proportioy 
rge corporations. A certain proportion 
by financial corporations and therefor 
t. When the issues of financial cor. 
total issues, the proportion of securi- 

ies is increased, amounting in the maxi- 
d for the period as a whole to 71.8 per 
ortion of all public financing should in- 
rgest corporations is indeed striking 
hat an important amount of the issues 
ympanies involved refunding rather than 
It is not possible to segregate the 

by the large corporations; but the total 
.ncial corporations is reported sepa- 
‘inancial Chronicle. If we arbitrarily at- 


en 


ig to the large corporations, a min 
w capital raised by them should b 
such a method indicates that 74.7 
by the floating of securities in the pub- 
200 largest companies in 1927, the year 
it, for the six years from 1922-27 in- 
11 obtained by this method was received 
miiet 


1 by 


account, in a considerable degree, 
large corporations in relation to all 


through Mergers 
lar method of growth of the large cor- 
In considering this growth, it 
mergers between two companies already 


merger. 


1 companies and mergers in which one 
mpany not included. In the six-year 
ympanies included in the list of 200 
luring the period were acquired by ar 
concentration of the 200 large con- 
up in 1927 required the addition of 
of those absorbed if the total of 200 
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Merger is used here to refer to the acquisition of contro of one company by eit 
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Taste VII 
Mercers or Bic Compantes! 1922-1929 
on list of 200 largest companies at some time during period which have been ac- 
quired by another company on the list. 
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Company acquired 


Acquiring company 


Assets of company 

acquired at about 
the time of 
acquisition 

(million dollars) 


| None 


Associated Oil Co. 
Midwest Refining Co. 


| Lackawanna Steel Co. 


Toledo, St. Louis & West. Rd. Co. 


Chile Copper Co. 
Midvale Steel & Ordnance Co. 


| Morris & Co. 


Steel & Tube Co. of America 
Utah Copper Co. 

Carolina, Clinchfield & O. Rd. Co. 
Internat. Gr. Northern Ry. Co. 
Chicago Elevated Rys. Co. 
Kansas City, Mex. & Or. Ry. Co. 
Alabama Power Co. 

New Orleans Public Service Co. 
Ohio Fuel Supply Co. 

Utah Securities Corp. 

Western Power Corp. 

Magnolia Petroleum Co 


| Pan Am. Pet. & Trans. Co. 


Penn. Electric Corp. 
Standard Power & Light Co. 
United Rys. Investment Co. 
Pacific Oil Co. 


| General Petroleum Corp. 
| Pacific Petroleum Co. 


Georgia Ry. & Power Co. 
San Joaquin Light & Power Co. 
Northwestern Pacific Ry. Co. 


| Pere Marquette Rd. Co. 


Texas & Pacific Rd. Co. 


| American Light & Traction Co. 


Brooklyn Edison Co. 
Mackay Companies 
Montana Power Co. 
National Electric Power Co. 


| National Public Service Corp. 


Philadelphia Electric Co. 


| Puget Sound Power & Light Co. 


California Petroleum Co. 


| Dodge Bros. Inc. 


General Gas & Electric Co. 
Massachusetts Gas Companies 
Mohawk Hudson Power Co. 
New England Power Assoc. 
Northeastern Power Corp. 
Penn-Ohio Edison Co. 


| Southeastern Power & Lt. Co. 


Greene Cananea Copper Co. 


Pacific Oil Co. 
Standard Oil Co. of Ind. 
Bethlehem Steel Corp. 


N.Y.,Chi. & St. L. R.R. Co. 


Anaconda Copper M. Co. 
Bethlehem Steel Corp. 
Armour & Co. 
Youngstown Sh. & T. Co. 
Kennecott Copper Co. 
Atl. Coast Line R.R. Co. 
Mo. Pac. R.R. Co. 
Commonwealth Ed.Co. 
At., To. & S. Fe Ry. Co. 


Southeastern Pr. & Lt. Co. 


Electric Pr. & Lt. Co. 


Columbia Gas & Elec. Co. 


Electric Pr. & Lt. Co. 
North American Co. 
Standard Oil Co. of N.Y. 
Standard Oil Co. of Ind. 
Ass. Gas & Elec. Co. 
Ass. Gas & Elec. Co. 


Standard Gas & Elec. Co. 
Standard Oil Co. of Calif. 


Standard Oil Co. of N.Y. 


Standard Oil Co. of Calif. 
Southeastern Pr. & Lt. Co. 


Western Power Corp. 
At., To. & S. Fe Ry. Co. 
Allegheny Corp. 
Missouri Pacific R.R. Co. 
United Lt. & Pr. Co. 
Cons. Gas Co. of N.Y. 
Internat. Tel. & Tel. Co. 
American Pr. & Lt. Co. 
Middle West Utilities Co. 
Nat. Electric Power Co. 
United Gas Imp. Co. 
Eng. Public Service Co. 
Texas Corp. 

Chrysler Corp. 
Associated Gas Co. 
Koppers Co. 

Niagara Hudson Pr. Co. 


Internat. Paper & Pr. Co. 


Niagara Hudson Pr. Co. 
Com. & So. Pr. Co. 
Com. & So. Pr. Co. 
Anaconda Copper M. Co. 


88 
300 


181 


$68. 
85. 
89. 
59. 
151. 
285. 
95. 
94. 
66. 
78. 
77. 
97. 
88. 
86. 
69. 
78. 
100. 
96. 
212. 
179. 


250. 


102. 
95. 
76. 
fo. 
70. 

157. 

140. 

128. 

153. 
93. 

106. 

123. 

174. 

278. 

122. 

102. 

131. 

175. 
89. 

190. 

216. 

131. 

153. 

507. 
56. 


ert ao inv volving a consolidation of properties or simply stock control. 
* Estimated. 
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be maintained. The mergers therefo, 
Since this involved th 
s having average assets in 1927 of a. 
increase in the assets of the 200 largey 
st in 1922 would amount to roughly 
),000,000). This is the amount of the jp. 


.ttributed to mergers between companic 
th 
of the 200 largest companies through the ¢ 

ies is extremely difficult to estimate. |; ws 

is large, perhaps involving an addition d 
for the six-year period.“* 

y result in a growth in the importance o 

luction in the sum of the assets of small 8 
en corporations can bring about an ip. 8 
roup of small companies. This form of _ 


for increased relative importance of the 
three most important ways in which the 
ise their proportion of total corporat 
ip they saved a larger proportion of their 
y received a very much larger proportion 
public markets than their relative assets 
to a very considerable extent they in- 
rer or consolidation at the expense of 

d in the large companies. 
owever, that this necessarily proves the 
corporations. There are two ways by 
f smaller corporations might be increased 
First, corpora- 
As the largest 
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a 

largest 200, the gain would fall entirely in the group of smaller cor- 
porations. The increase in the assets controlled by smaller corporations 
from these two sources might, therefore, more than counterbalance the 


r by th 


. 

ee ; more rapid growth of the larger companies in the fields already con- 

) sidered. | 

bem Unfortunately it has not been possible to discover the extent to which 
ghiy 


corporate assets have been increased by either of these methods. It is 
possible, however, to determine roughly the amount of increase from 
these two sources which would have been necessary if the growth of the 
large corporation had not been more rapid than that of all corpora- 
tions. If this amount should turn out to be improbably large, the con- 
clusion that the large corporations have grown more rapidly than all 
corporations would have further support. 

The first step in making this estimate is to complete the picture of the 
growth of large corporations. In addition to the three major ways of 


f the jp. 
Mpanies 
ugh the 
ate. 


addition 


tance of 


ae t growth already considered, changes in their assets can result from cer- 

belies of tain minor sources. For instance, their gross assets could be increased 

of th Mano decreased by a change in the volume of bank borrowing or by retiring 


securities without refunding. It is also possible for a corporation to 
change its assets by marking up or marking down the value of assets 


hich 

. oth on the balance sheet in such a way as not to affect the net profits re- 

a * ported. No effort has been made to discover the exact importance of 
it 


each of these practices. Marking down of inventories and assets im- 
mediately after the depression of 1921 may have accounted for some 
reduction in assets. Bank borrowings presumably remained constant 
or decreased slightly. Some securities must have been retired without 
refunding. In total, however, these items do not appear to have been 
of serious magnitude. 

An additional difficulty arises from the possible duplication involved 
where a merger was brought about, not through the issue of new securi- 
ties of the acquiring corporation, but through the direct expenditure 
of part of its assets. In such a case the actual assets expended in bring- 
ing about the merger would have to be subtracted from the increase in 
assets which would otherwise be attributed to the merger. Thus the 
four to five billion dollars of assets added to the total of the 200 cor- 
porations between 1922 and 1927 would presumably have involved a 
smaller actual addition. These unknown factors make it extremely dif- 
ficult to approximate the growth due to the different items, but a rough 


portion 
assets 
hey in- 
ense of 


ves the 
‘ays by 
creased 
pora- 
largest 
erings, 
ost en- 
usiness 
but, 
ng the 


portant 

number approximation can be made. 

‘curred; Assuming that mergers brought a bona fide increase of $4,000,000,000 
xtent to 


to the assets controlled by the large corporations in the six-year period, 


Loy & their total growth would be derived from the following sources: 


[ Mare) 1931] The Large Corporation 35 


34 Gardiner C. Means [Mare 1 
Growth a gers 4,000,000,000 0 
Total add . -$21,568,000,000 P 
Actual growth as compiled 19,561,000,000 
Loss in a 1isal, retirement of securities other a 
m 
While at y an approximate compilation, it is wort) di 
noting that of the growth of the large corporations, * 
not as indiv . group, arose from new capital obtained iy . 
the public m what more than a quarter came from saving, I ° 
and less tha result of mergers and consolidations, At l 
the same ti vas in some measure counterbalanced by , t 
decrease in zh reappraisal and through the retiring of se 
curities othe: ling t 
On the ba pilation it is possible to make an estimate of : 
the increase f all corporations which must have occurred y 
if large and sma d at the same rate. Two additional as- I 
sumptions a1 first that reappraisal, retirement of securities, ‘ 
etc., accrued tent with both large and small corporations ' 
and can ther garded; and second that 45 per cent of the as 
sets of all corpora 1927 were held by the largest 200 companies. 
If the large 45 per cent of all corporate assets added | 
$21,568,000, sets in the six-year period, the remaining 
corporations nt of all assets would have had to add 
$26,360,000,( vealth if they were to grow at the same rate 
as the large « .ddition to assets through saving, public 
offerings, pri ind incorporation of new companies must 
have amount ire plus $4,000,000,000 to replace the esti- 
mated assets nies absorbed into the 200 largest as a re 
sult of merg $30,360,000,000, savings could account for 
$6.509,000,00 offerings $5,795,000,000,** leaving 
$18,056,000,0 ts which must have been added in six years 
through priv securities and through incorporation of 
previously ut businesses if the small companies were to 
keep pace wit! 
“ Estimated m that the savings by the largest 200 corporations 
bore the same 1 gs of the sample of 108 of their number as did 
the gross assets ich of the six years. 
$91 .568.0 
* Total savi ial corporations less estimated savings by 20 
large corporati 
 Six-year t by all non-financial corporations less that by 
big companies 
86 Gardiner C. Means [ March 
three vears. t mergers occurred in 1930 and other, 
i a [he consolidation of the railroads into a fey 
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— This figure is so large as to be extremely improbable. The volume 
10,000 of unincorporated business which is incorporated each year is not large, 
prey probably not adding over half a billion at the most. The volume of 
ot new capital obtained by private offerings is probably somewhat greater, 
madi, particularly through the launching of new enterprises, but even this 
10,000 is unlikely to average more than a billion a year. It is probably very 


much less. Therefore, while no accurate figures can be advanced to in- 
8 worth dicate beyond doubt that very much less than $18,000,000,000 was 


rations added to the assets of smaller companies through private sale of se- 
ained iy curities and through incorporation of private businesses, the magnitude 
savings of this sum lends considerable support to the previous conclusion that the 
ns. A large corporation as a group has been growing at a more rapid rate 
ed by than other corporations. 
g of s Since the studies of net income and methods of growth both support 

the general conclusion derived from the study of gross assets, we can 
mate of accept the results of that study with greater confidence and seek to dis- 
ceurred cover their significance. The most important of these findings were: 
onal as- first, that for the 18-year period from 1909 to 1927 the annual rate 
curitics, of growth for the largest 200 corporations amounted to 5.3 per cent 
yrations as against 8.5 per cent for all corporations; second, that in the three 
F the as- years from 1924 to 1927 the rates of increase were respectively 7.3 per | 
npanies cent and 4.7 per cent; and third that between 1922 and 1928, the large 
s added corporations increased at the annual rate of 6.3 per cent, while the 
maining national wealth increased (on the basis of very approximate estimates) 
to add only 2 .0 per cent a year. 
me rate The exact significance of this more rapid growth of the large cor- 
, publi porations can be better understood when these rates are projected into 
es must the future. If all non-financial corporations and these 200 largest cor- 
is eal, porations should increase in the next twenty years at the rates indicated 


as are for the period from 1909 to 1927, by 1950 two-thirds of non-financial 
unt fer corporate wealth would be held by 200 huge units.*® If the more rapid 


leaving rate of growth from 1924 to 1927 were maintained for the next twenty 

: ie years, 80.5 per cent would be held by the largest 200 in 1950. If the 

ites of indicated rates of growth of the large corporations and of national 

were te wealth were to be effective in the future, within twenty years, virtually 
half of the national wealth would be owned by the 200 giant corpora- 
tions. 

ea Whether the relative growth of the large corporations will continue 

as 


in the future as in the past, there is no means of knowing. In the years 
1928 and 1929 for which the data are as yet incomplete there are many 


3 by 20 indications that they have gained even more rapidly than in the previous 
that by “ Assuming 45.0 per cent of non-financial corporate wealth was held by the largest 
200 in 1927, 
[ March 1981 ] The Large Corporation 87 
id others -only when the dominant competing units are smaller and mare numer. 


three years t mergers occurred in 1930 and other, 
are now in ] in solidation of the railroads into a fey 
major syst ntrate industrial wealth still further. 
The extension up, and branch banking tends to concentrate 
the banking rer aggregates which are better able to 
assist the fu f the huge companies. The technique of 
larger scal mproved by experience and makes sti} 
larger aggi The sheer economic weight of “big busi- 
ness” tends popular resistance to its concentration, 
There appea1 n action which would tend to retard its 
development | vhich would accelerate it. The trend js 
unmistakabl 
Conclusion 

In conclus re corporation, the corporation with 
$85,000,000 , has come to dominate most major in- 
dustries if no United States. A rapidly increasing 
proportion « 1 on under this form of organization. 
There is ap} te limit to its increase. It is coming 
more and m unit with which American economic, 
ll, al d 

What are t volved in these conclusions? Only a few 
of the myriad be suggested here, a few of particular 
impo ce 

(1) Most 1, the economist must think, to a very 
important ex se huge units rather than in terms of th 
multitude of nts of private enterprise. For most 
fields Marsha firm” has ceased to be a useful tool 
of thought, si nies which dominate one industry after 
another are i tive.’ The emphasis must be shifted 
to that very industry in the hands of a relatively 
few units, un lied individually and concretely. Such 
studies will 1 of half of industry and what is more 
important, th ly to be more typical of the industry 
of the future 

(2) Comps 1 in character and the principles ap 
plicable to pi re radically different from those which 

“For instance tudy of the directors and senior officers of 
the 200 largest « , social background, and other characteristics, 
would reveal n to the community than a study of those at 
the head of thot nies. The same would be true of the owner- 
ship of the larg policies, their price policies, their promotion 
practices, et I t the practices of the large companies would 
be typical of the ut rather that they would be factually more 
important. 

38 ner C. Means [ March 

PPENDIX 


larch 


others 
a few 
rther, 
ntrate 
ble to 
que of 
stil] 
busi- 
‘ation, 
rd its 


end is 


1 with 
or in- 
easing 
zation. 
oming 
nomic, 


a few 
ticular 


A very 
of the 
r most 
al too! 
y after 
shifted 
atively 

Such 
more 
dustry 


es ap- 
which 


ficers of 
eristics, 
those at 
owner- 
omotion 
s would 
ly more 


[ March 


193] | The Large Corporation 


ply when the dominant competing units are smaller and more numer- 
ous. Lhe principles of duopoly have become more important than those 
f free competition. 
(3) An increasing proportion of production is carried on for use and 
not for sale. With the increase in the large companies, a larger propor- 
on of goods is consumed by the producing organization in the process 
of making further goods. ‘To this extent the calculus of cost versus 
quality would presumably be solved in the interests of producing a 
product which w ould yield the maximum use per unit of cost rather than 
the maximum profit per unit of investment. Under the latter incentive 
consumer is only incidentally offered the product which will give him 
most use per unit of cost unless he himself is easily able to measure 
usefulness. Adulteration, shoddy goods, and goods of lower quality 
than would be economically desirable are frequent under the incentive 


0 


organization there is no such incentive.* 


for profit. To the extent that protection is for use by the producing 


(4) The nature of capital has changed. To an increasing extent 
t is composed not of tangible goods, but of organizations built in the 
past and available to function in the future. Even the value of tangible 
roods tends to become increasingly dependent upon their organized rela- 
hip to other tangible goods composing the property of one of these 
great units. 
(5) Finally, a society in which production is governed by blind 
economic forces is being replaced by one in which promietion is carried 
n under the ultimate control of a handful of individuals.** The eco- 
nomie power in the hands of the few persons who control a giant cor- 
poration is a tremendous force which can harm or benefit a multitude of 
individuals, affect whole districts, shift the currents of trade, bring ruin 
me community and prosperity to another. The organizations which 
they control have passed far beyond the realm of private enterprise— 
he have become nearly social institutions. Shall we then regard these 


men as seekers for private gain or as economic statesmen serving the 
commonweal ? 


Garpinrer C. MEans 
Columbia University 


"For instance, it is to the advantage of the American Telephone and Telegraph 


Company to have its subsidiary, the Western Electric Company, make the best possible 
vacuum tubes for the innumerable repeater sets in use on its long distance lines. 
On the other hand, it might be to the advantage of a corporation making tubes for 


sale to the public to make second-grade tubes which would wear out quickly and 
ow a second sale at.a second profit to be made. 

“Less than 2,000 men were directors of the 200 largest corporations in 1927. 
Since an important number of these are inactive, the ultimate control of nearly half 
if industry was actually in the hands of a few hundred men. 
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APPENDIX 
I ITa 
72] a 200 Larcest CoMPANIES IN 1919 anp 1997 
Gross assets on or about Dee. §) 
(million dollars) 
1919 | 1927 Se 
‘ $ 59.6 $ 250.4 
Co. of 85.05 300.0% 
Can 135.0 167.9 
Am ( & | 177.7 125.9 a 
Amer Locot 97.4 111.3 
Ay & 215.2 227.7 er 
206.1 210.5 Te 
Ay \ 125.9 124.6 ric 
236.5 620.0 Un 
Armour & ¢ I 490.8 471.2 ox 
Atlantic R 95.4 138.8 ln 
Bet Steel | 357.2 651.7 
Ch er Cor 66.9 103.8 I 
Cons tion Coa | 135.1 97.2 Var 
Corn | sR 138.0 118.7 We 
Cri ( | 58.0 101.8 Wil 
Cruc ~ ( 123.1 115.6 Wo 
( S ( 109.9 111.1 Yor 
Deere & (¢ 84.1 84.9 
D | 58.0 149.05 
Du P Nen 240.9 $22.4 
Eas Kodak 88.7 125.2 
| lire & R 18.7 100.9 
] Vl r $32.9 742.0 
G ral | t ( 276.7 428.1 
General Motors 446.6 1,270.0 
G h ¢ B. | 175.7 115.2 
G ar Tire & | 163.2 213.3 
G Oj! ¢ yf 218 $47.3 
Inland Steel Co 59.3 89.0 
Int Ha 266.6 $25.5 
Inter 268.6 161.4 
I Paps 86.4 290.5 
Jones & | lin S 130.05 201.0 
Kenne ( per 135.6 278.3 
Lehigh ¢ & Na 76.0 87.7 
Liggett & Myers 7 | 151.4 181.0 
Lor ( 88.3 99.6 
Na Biscuit 71.0 109.6 
National Le ( 88.0 102.2 
Ohio Oil ¢ 81.7 104.4 
Phelps Dodge Cort 147.2 127.5 
Pitts { C | 159.7 157.9 
Prairie Oil & Gas ¢ 117.9 186.3 
Procter & Gamble ( 93.7 84.9 
ul I 190.0° 302.8 
Pure Oil ¢ 115.0 183.8 
Republic Iron & St 125.8 120.6 
teynolds Tobacco 100.0° 154.4 
n next page) 
1 Changed from } to Chrysler Corp. in 1925. 
* Changed from | g Inc. 
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Gross assets on or about Dec. 31 


(million dollars) 


Name 
1919 1927 

Sears, Roebuck $ 154.8 $ 184.7 
Standard Oil Co. of Calif... 174.3 579.3 
Standard Oil Co. of Ind... .... 200 .0° 775 .0° 
Standard Oil Co. of N. Y ee ee ee 234.0 678.0 
Seudeheker Corps 88.1 135.8 
Union Carbide & Carbon Corp.. 200 .0° 213.1 
United Shoe Machinery Corp.............ee.eeeeee: 76.1 92.7 
Westinghouse Elec. & Mfg. Co...............2000-. 184.8 222.6 
Youngstown Sheet & Tube Co...................0.. 90.0° 216.9 


’ Changed from Tide Water Oil Co. to Tide Water Associated Oil Co. in 1926. 
‘ Changed from Union Oil Co. of Calif. to Union Oil Associates. 


Estimated. 
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I IIb 
45 est COMPANTES IN 1919 anp 1927 
| Gross assets on or about Dee. 31 
Na! (million dollars) 

| 1919 1927 
Atchison, Topeka | $ 876.9 $ 1,041.5 
Atlantic Coast Li 620.0? 886.6? 
Baltimore & Ohi | 823.3 1,003.4 
Boston & Maine 219.0 243.3 
Chesapeake Cor 342.9 441.1 
Chicago & Alton | 189.0 130.3 
Chicago Bu t | 581.8 630.3 
Chicago & Easter 114.4 96.2 
Chicago, G 131.4 149.9 
Chicago, Milwau | 735.0 743.2 

| 
Chicago & Nor | 491.0 550.9 
Chicago Rock I | $85.3 474.2 
Chicago & Weste 100.8 86.8 
Chicago Union St | 60.0? 101.0 
Delaware & Huds 164.0 174.9 
Delaware Lack. & 269.8 180.4 
Denver & Rio Gra } 241.8 223.6 
Erie 492.1 521.7 
Florida East Coast 61.6 127.9 
Great Northern 723.1 806.1 
Illinois ¢ tral 459.5 681.6 
Kansas City S 117.1 153.7 
Lehigh Valle 215.3 215.7 
Miss Kansas ‘I 219.9 302.5 
Miss Pas 433.3 561.4 
N. Y. Cent 1,209.5 1,459.8 
N. Y. ¢ go &S 86.3 227.9 
N. Y. N. H. & H 515.6 538.6 
Norfolk & Wester 381.5 460.0 
Norther Pa < 737.2 795.5 
Pennsylva 1,807.6? 2,400.0 
Pere Ma 136.4 157.0 
leading ¢ 302.1 $82.5 
pea I Air Li 229.4 275.1 
Southern P 1,619.6 2,105.5 
Southern R 549.1 638.1 
Spoka I | 128.3 135.7 
St. Louis-San 1 $14.0 420.8 
St. Louis S 118.7 136.0 
Union P | 775.9 1,114.0 
Virginia 109.9 153.1 
Wabash | 231.4 $19.7 
Western M 148.8 162.3 
Western Pa | 115.6 116.7 
Wheeling & Lake I 88.6 102.4 

Total 45 $18 616.8 $22 619.7 
1 Chi sapeake Corp. in 1927. 
2 Est 
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Taste IIc 
e¢ Pusuic rn List or 200 Largest ComPANIEs In 1919 anpD 1927 
$1 Gross assets on or about Dec. 31 
(million dollars) 
Name 
1919 1927 

4 American Water Works & Elec. Co................. 140.07 355.7 
1 Brooklyn-Manhattan Transit Corp.'................ 225.7 271.2 
8 Buffalo, Niagara & Eastern Pr. Corp?........... . 61.2 210.2 
2 Columbia Gas & Comb... 74.3 393.4 
2 Commonwealth Power 70.07 313.8 
0 Con. Gas Elec. Lt. & Pr. Co. of Baltimore........... 65.6 123.9 
4 Edison Elec. Ill. Co. of Boston.................. ee 62.8 168.0 
7 Hudson & Manhattan R. R. Co............... ot 127.1 131.5 
9 Interborough Rapid Transit Co..................... 406.0 527.9 
1 Middle West Utilities Co...........-..c.eeeeeeeees 90.07 970.07 
7 North American Co............ Oe: aan 230.07 655.4 
7 North Am. Lt. & Pr. Co5........ 5 heinekaes 88.0 243.3 
8 Philadelphia Rapid Transit Co................ ae 56.9 93.0 
9 Portland Elec. Pr. Co8......0000escsecsesseceeses 69.8 93.9 
6 Public Service Co. of No. Ilinois................... 60.7 151.2 
0 Public Service Corp. of N.J..........0ceeceeeeceees 167.0 615.4 
5 Paget Sound Br; GBB. 89.7 122.2 
0 Standard Gas & Elec. Co...........000-ecececeeeee 200.07 983.2 
United Gas Improvement 104.8 681.97 
5 United Rys. & Elec. Co. of Baltimore............... 92.0 95.4 
Western Union Telegraph 229.6 $26.2 
0 ' Changed from Brooklyn Rapid Transit to Brooklyn-Manhattan Transit Corp. in 1923. 
1 * Changed from Niagara Falls Power Co. to Buffalo, Niagara & Eastern Pr. Co. in 1925. 
7 * Changed from Commonwealth Pr. Ry. & Lt. Co. 

3 * Changed from Utah Securities Corp. to Electric Pr. & Lt. Corp. before 1926. 
- * Changed from Illinois Traction Co. to North American Lt. & Pr. Co. before 1924. 
4 * Changed — Portland Ry. Lt. & Power Co. to Portland Elec. Pr. Co. in 1924. 
Estimated. 
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25 INDUS LARGEST CORPORATIONS IN 1927 nut Nor mw 1919 
Gross assets on or abou 
December 31, 1997 
(million dollars) 
Glen Alden Ce 244.5! 
Gt. At. & Pac. 7 113.2 
Gt. Western S 86.3 
Inter Ma 189.4 
s.s 87.3 m 
Long-Bel] Lun 114.9 ni 
Ma Oil Co 117.9 
N if Da I 91.1 
Par int Far 156.9 
Phila. & Reading 127.9 
Pittsburgh Plate ( 89.6 I 
Ri ld Oil ¢ 149.0! 
S} Union Oil ¢ $48.2 ni 
T Prod | 117.0 
U.S. Realty & I | 100.0! 4 
Wh Stee! ( 120.4 
$3 , 287.8 
Taste IIe 5 
22 P I ARGEST CORPORATIONS IN 1927 But Nor Iw 1919 ( 
Gross assets on or about le 
Nar 


Amer. Elec. Pr. $ 96.9? 
Amer. Lt. & Tr iin 128.5? 
Amer. States Securities 125.0? 
Ass ( (sas | 338.8 
Duke Power ¢ ox 180.9 
Elec. Bond & SI | $53.8 
Empire Power ¢ 133.0? 
Engineers Pub. S | 177.8 
Federa Water 149.0 
Gene il Gas & |] ~ 151.2 
Internat. T. & T. | 232.7 
Mol iwk H ison P 182.9" 
New England Pr | 192.4 
Northeastern Pr. ( 150.0? 
Pacific Lighting ( 122.5 
Penn. Ohio I n ¢ a 113.0 
So Pr. & I a 474.4 
St. Louis Pub. 113.0 
tilities Pr. & Lt. ( | 240.8 
$4,470.4 

7} Asset ime 


44 


December 31, 1927 
(million dollars) 
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MODERN ADVERTISING AND ECONOMIC THEORY 


In the hands of private enterprise advertising affords an effective means of 
manipulating tastes for private profits. 

In the economic theory which has become embodied in our common-sense attitude 
towards business, it is represented that producers of goods are rewarded in pro- 
portion to the success with which they cater to tastes for which, as producers, they 
are not responsible. 

It is contended in this article that, in so far as modern advertising affects incomes 
by warping consumptive practices, economic theory is not relevant to the justification 
of commercial gains. Apologists for advertising are not justified in invoking a 


During the past few years there has been a veritable flood of articles, 
monographs and books about advertising. The bulk of this literature 
has come from the pens of the laity, professional advertisers, and 
teachers of advertising in our business colleges. The layman’s criticisms 
have been written in an understandable and interesting style for popular 
appeal and have been heavily discounted in the field of “serious thought.” 
The advertisers’ pronouncements concerning their profession have been 
similarly discredited, possibly because they are assumed to be biased and 
not “scientific.” The teachers of advertising seem to be essentially 
interested in the technique of advertising and have not been looked to 
for any penetrating analysis. It is not quite clear, however, how the 
economist can justify having continually ignored this amazingly power- 
ful force which has entered his own arena. Can it be that he has been so 
generous with his explanations of the effect of other forces in our 
economic organization that, like Epimetheus of old, he has nothing 
left to bestow upon this perhaps the most noble of all economic handi- 
work? 

It is interesting to note that in almost all of the older standard texts 
and treatises on economics only incidental mention of advertising occurs. 
Some of the more recent writers, in their meticulous desire to be all 
inclusive, give an account of the phenomenon; but, with two or three 
notable exceptions, the discussion is tacked on awkwardly like a vermi- 
form appendix and has little or no connection with their basic presump- 
tions. This observation will be readily accepted if the contentions of 
this article are tenable. The writer maintains it is impossible to admit 
fully the effect of advertising and at the same time regard orthodox 


theory as an adequate explanation of the marketing and distributive 
processes. 


The economist starts with certain observations, presumably abstracted 
from the nature of common practices and human proclivities, and then 
proceeds to explain economic phenomena. These observations are points 
of departure; and if these basic ideas are not congruous with the facts 
they are supposed to exemplify, then the philosophical structures reared 
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upon them a1 t faults and criticisms of the foundation 
on which they ple, the economist is wont to contemplate 
the alignmen orces as being guided by their owners wh) 
are endeavori profitably to the wants of the individual; 
who compris ; the conclusion of generations of thought 
and study. N ld happen that since the advent of moder 
advertising t! been created by the owners of productive 
forces, there 1 n for assuming that the alignment of thes 
forces has be: h the foregoing conclusion. 

In this art proposes to examine, first, the nature of 
economic theo ‘acteristics of its implications as it bears 
upon wants, 1 for their satisfaction. Second, becaus 
the satisfactio1 ts is supposedly the end of production and 
a fundamenta conomic theory, it will be necessary {o 
recount the n inifestations in the past and to see hoy 
they have bs inges in industrial technique. Third, 
because it wil t modern advertising vitally affects want 
behavior, the advertising will be noted and followed 
by an evaluati ws concerning this phenomenon. Finally, 
the challenge lvertising offers to economic theory wil 
be stated. 

Economic t re in the sense of an explanation of the 
direction of in gime of free enterprise and free exchange, 
This is the se1 term economic theory is employed by 
Cournot, Jevor J. B. Clark, Schumpeter and others. This 
economic theor ‘oncluded that under conditions of free 
enterprise eac tion will be rewarded automatically ac- 
cording to its satisfying wants. F. H. Knight states 
the case as fol] 

Modern societ mic side) is organized on the theory that the 
owners of produ ill find their best use and place them in 
it, because in t] -ocure the largest returns for themselves. 
This system, tl ; the assumption that even in a complet 
organization th ribution of each separate productive agency 
can be identified ompetitive relations tend to impute to each 
agency its specif ; its reward for participation in productive 
activity. And t t the system works at all, that we have 
an economic ord 10s, this assumption must be justified.’ 
It is to be maint le that the effect of modern advertising 
is to render ina t economic theory as an explanation of 
modern commer Since this is the case, it might be re 
corded here that ceives the purpose of economic theory to be 

1 Risk, Uncertai shton Mifflin, New York, 1921), p. 57. 
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Jie justification of the assumption he sets forth in the above quotation.* 
: Value is generally supposed to be determined as the result of dual 
forces of competition. We have, on the one hand, competition among 
various producers to rid themselves of products at the highest price 
possible, and on the other, competition among consumers to secure these 
products in which are incorporated want-satisfying qualities. The pro- 
jucers are thus motivated by the possibility of securing a profit, and 
the consumers are motivated by the desire to satisfy their wants. Under 
such conditions, if some product appears that can command a con- 
spicuously profitable price for its producer, his competitors, it is pre- 
sumed, will transfer their equipment to the creation of this product 


in order that they also may share in the extraordinary gains. When’ 


they transfer their equipment in this way, the supply of the product 
will be increased and the competition will force the price down. At the 
same time the supply of the commodities of which the production has 
been discontinued, will be lessened and consequently, to some degree, 
their prices will be raised. In this fashion the maximum physical pro- 
duction is identified with maximum net returns. There is a tendency, 
in other words, for the margin of net return which is identified with 
hysical product to be equal in all lines of production. 

Some such reasoning as this is basic in the so-called marginal theories 
of value. Of course it is freely admitted that certain lags, frictions and 
changes enter into the situation to prevent these forces from working 
perfectly. Legal restraints like patents, franchises, trade marks, etc., 
are obvious, and technological difficulties like immobility of some of the 
factors are qualifying considerations. However, the tendency of eco- 
nomic forces toward maximum physical production and service in re- 
sponse to the tastes of the members of society, is presumed to be, to a 
large extent, inexorable. 

ihe tastes which are the fundamental determinants of the alignments 


fvhich productive agents will make are always presumed to be independ- 


ent of the person catering to them. ‘That such preferences are independ- 
ent of the producers of goods who are to profit by their existence and 


*In theory like H. J. Davenport’s where production and distribution are synony- 
uous terms, one Cannot justify distribution on the basis that the shares of distribution 
depend upon the efficiency of production, because by his own analysis the amount 
of production is measurable only by the proceeds. It is significant that Davenport 
denies all ethical implications of his theory. But it is also significant that such a 
Genial robs economic theory of the principal purpose for which it was developed. 

it has been argued that Veblen’s treatises are on economic theory, but more 
exactly they are explanations of the development of institutions. They are perhaps 
regarded as economics because the institutions are intimately connected with our 
economic practices. 

The implications of classical and neo-classical economic theory are well demon- 
strated in L. A. Morrison’s critical treatise on economic theory (yet in manuscript 
form); and the writer wishes to acknowledge Professor Morrison’s influence. 
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abundantly, by rich patronage, the courtier who caters most faithfully 
to his whims. As a corollary of this, it is presumed that the consumer 
inows best what he wants; and, since the ultimate end of production is 
the satisfaction of human wants the swmmum bonum of economic activity 
‘; achieved by the rather simple expedient of leaving it all to the con- 
sumer to decide. 

Such conclusions emphasize the importance of remembering that tra- 
ditional economic theory assumes of necessity that wants of the con- 
sumer of goods are independent of the enterpriser who is to furnish 
the goods. Imagine the confusion that would follow if J. B. Clark and 
Marshall and other votaries were forced to concede that the tastes of 
the consumer were manipulated by those who supplied the goods. Is it 
not true, however, that by modern advertising wants are often success- 
fully directed so than an ambitious enterpriser is without the necessity of 
scrupulously abiding by the consumer’s choices because he possesses the 
machinery for modifying and changing the consumer’s wants to his own 
end of greater profits? 

Here it must be recalled that, since the fundamental concepts of 
economic theory were first formulated, a great change has taken place 
in our methods of production. This may well account for the lack of 
adjustment between theory and the present-day economic system. ‘The 
situation is suggestive of one of Veblen’s observations to the effect that 
the habits of thought change more slowly than do the material circum- 
stances of life. The current views concerning things, the common sense 
apprehensions of what are the proper limits, rights and responsibilities, 
are the outgrowth of traditions, experiences and speculations of past 
generations.’ Possibly advertising is too modern to be properly under- 
stood, although some commentators have held that modern advertising 
isa direct outgrowth of practices of antiquity.* Perhaps some analogy 
can be made from carefully selected data; but such comparisons can be 
made only by neglecting important developments that®give modern ad- 
vertising its chief characteristics. 

If we go back far enough, say to the early Middle Ages, we encounter 
conditions that are strikingly different from those we find today. Com- 
modities exchanged were comparatively few in number, and rather stand- 
ardized consumption prevailed. Fashions changed, but relatively speak- 
ing, these changes were rare and gradual. It is true that some leaders 
at times manifested striking originality in their choices; and there were 
often instances where these were imitated by court followers, and might 


‘Thorstein Veblen, Theory of Business Enterprise (Scribner’s, New York, 1923), 
p. 70. 


re See Advertising, Encyclopedia of the Social Sciences (Macmillan, New York, 
930). 
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customs, under the new circumstances, were forced to yield. With old 
prejudices broken by environmental changes and enforced codperation, 
new needs were felt and great opportunities were afforded to men who 
could anticipate the deflections of the inertia of change which was 
rapidly overcoming the homely virtues of stability that had hitherto 
prevailed. Society cried for more and newer things. The creed of 
change became the catechism of the religion of progress. 

For a time the situation was beyond the control of any individual ; 
and no producer had the capacity for directing tastes effectively, though 
great rewards were always awaiting the person who could successfully 
anticipate the next wants of society and have ready the products that 
would satisfy these wants as soon as the wants developed. People were 
willing to pay relatively dear for any commodity that would gratify 
a very urgent desire. During this period the theory that he who serves 
society most profits most, was well ingrained in the minds of the econo- 
mists and political philosophers. Wants were conceived to be emotions 
or physical necessities that were self-generated in the individual; and 
the producer produced in response to or in anticipation of these wants. 
So generally was this notion accepted during the early part of the 
nineteenth century that it rarely ever occurred to men to advertise. 
The individual, it was presumed, knew what he wanted and had a way 
of seeking out the producer who could supply him with the proper com- 
modity. Of course there were times when it was thought desirable to 
advise the public as to the nature of the supply; and when new stocks 
were received it was not unusual to announce the fact in some modest 
fashion. Bear in mind, however, that these announcements were in 
acknowledgement of prevailing tastes and were not designed to warp 
consumptive habits. 

By the beginning of the twentieth century things had changed. The 
perceiving producer had begun to find it more profitable to fashion 
wants, and cash in more certainly on the changes he had wrought, than 
to continue the precarious practice of submitting new and old things 
to tastes that were inclined to be rather whimsical.*° 


*See John Stuart Mill’s account of peasant customs and his detailed description 
of the kind and quantity of goods peasants were wont to consume. (Principles of 
Political Economy, Ashley ed., pp. 256 ff.) Compare these habits of consumption with 
those of any people subject to changes in taste that business enterprise mobilized 
to the purpose is able to effect. 

Contemporary analogies may be cited. Contemplate the traditional choices of 
the Southern mountaineers in the United States and the changes they are under- 
going as these people are being incorporated in the business process that marks the 
shift of the textile industry from the North to the South. 

A more convincing illustration of the point here considered is the vanishing of 
the German peasant customs which has occurred with the comparatively recent 
advent of modern advertising in that country. 

“The profitableness of this new procedure is often attested. Observe the widely 
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It is mair the fundamental aims of advertising are. 
the creation shaping of tastes, the determination of 
values. Th been generally denied by teachers of advertis. 
ing and adv s, even though they will admit that many. 
facturers “h ing when their plants have necessitated g 
readjustment f the demand for their product.” They dp 
not admit “ y economic function of advertising is tj 
stimulate or ption,” that is, to create wants, but do 
declare that yr articles “is being awakened, intensified, 
directed and 12 Be this as it may, if we admit the 
infinite potent f individuals, the insistence that advertis. 
ing awakens, lirects desires and does not create them 
be comes inco! 

In elaborat f teachers of advertising, and some econo- 
mists, one wr he chief function of advertising is educa- 
tion and calls analysis of a typical issue of one of our 
well-known w 3. The analysis indicated to him: 

. that ove f the advertisements contained information of 
such service t been placed in the editorial columns, | 
told her how t tter meals, how to arrange her kitchen, how to 
decorate her | serve her personal appearance, and how to 
protect the hea nd her family. In many instances she coul/ 
make nee of t] without buying the advertiser’s product. When 
she is educate knowledge of health and diet, or a keener 
appreciation of in the home, she has benefited immediately. 
Later the advertis rofit also, if and when she buys his article.” 
It is just such ; upon the incidental educational qualities 
of advertising | he whole issue from the standpoint of the 
traditional ec: It would be amazing if the advertisers 
accepted slogat ivertise. “The great increase in the amount of 
advertising in the the apparent prosperity of most companies that 
have advertised be accepted as evidence that advertising benefits 
those who use it.” Hotchkiss, “An Economic Defense of Advertising,’ 
American Econ ent, March, 1925, p. 14. 

It may be insi g itself is a precarious undertaking. To a degree 
this is undoubte re are various advertisers trying to mold tastes 
in conflicting ways i not be confused with competition to satisfy existing 
wants. 

“This positior tted by the advertisers and economists, though 
it seems that in t t is more frequent. Admission makes it easy 
to demonstrate tl momic theory is deficient. If the producer 
has power to pro it be said that his energies will be expended 
in catering to tl The beneficence of such a system is perforce 
identified with th individuals who are to secure a reward for 
successfully wary] desires. 

22 Hotchkiss, 07 the present writer’s. 


a 
in 
Ct 

+7 
+) 
be 
1 

1 

q 
Cl 

a 
a 

4 

‘ 
\ 
+ 

is ) 


March 


& are: 
ion of 
Vertis- 
manu- 
ated 4 
hey do 
is té 
do 
nsified, 
rit the 
vertis- 
> them 


econo- 
educa- 
of our 


tion of 
ns. It 
how to 
how to 
> could 
When 
keener 
liately. 
ticle.” 


alities 
of the 
rtisers 


punt of 
ies that 
benefits 
rtising,” 


degree 
1 tastes 
existing 


though 
it easy 
roducer 
cpended 
ver force 
ard for 


1931] Advertising and Economic Theory 51 


were able to “put over” an idea without encroaching at all upon the 
geld of general knowledge. It is surprising, indeed, that there is not 
a great deal more than 40 per cent of advertisements which contain 
‘nformation of such service that it might be placed in the editorial 
columns, when we recall that the modern magazine is essentially a 
product of advertising. 

From the viewpoint of economic analysis it is unimportant whether the 
‘nformation disseminated by the advertiser be beneficial or pernicious ; 
though it is granted that such questions of goodness or badness might 
be of interest in an ethical evaluation of advertising. It is admitted, 
in fact insisted by the writer, that any significant evaluation of adver- 
tising must proceed along such lines. It is necessary here only to 
emphasize that there is nothing in economic theory by which its good- 
ness or badness can be tested. It may be profitable to the manufacturer, 
and the critic may deem it desirable that it be impressed upon the 
minds of the consumer that Lucky Strike cigarettes possess some magic 
quality for soothing the throat of the smoker, or that the socially 
‘lite sleep in Simmons beds, and so on. But in so far as he is not 
immune to the calculated and subtle influence of the advertiser, the 
critic’s evaluations are the results of attitudes instilled in him by ad- 
vertising. 

Mark Anthony possessed a remarkable appreciation of the temper of 
the Roman Senate and the populace and understood well that an effective 
approach should start with an acceptance of the professed views of his 
audience and then progress cautiously but surely from these concepts to 
those he wanted the people to hold. At every step he was careful to 
“let” the people “achieve” for themselves the ideas and attitudes that 
he himself held. This is analogous to the psychology of modern ad- 
vertising. Now the advertiser and his cohorts cannot rightfully present 
the tastes that the advertiser has built up as evidence that the people 
want these tastes and then argue that because of this the advertiser is 
giving a quid pro quo. Nor can they logically invoke economic explana- 
tion that industry is being automatically directed by wants in such a 
way that each agent of production is being rewarded according to 
what it specifically produces in response to wants which are independent 
of the advertiser’s influence. That such procedure is profitable is not 
pertinent at the present stage of this discussion. Economic explanation, 
which constitutes traditional economic theory, deals with the satisfaction 
of wants that are independent of the manufacturer. However, it is 
maintained that in any event the educational qualities are merely in- 
cidental to the advertising process. 

It may be observed that there are any number of advertisers and 
economists who are inclined to believe that a large part of advertising 
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is concern lvising an eager public of the existence o 
things and y seem to regard advertising agencies as som, 
sort of well bureaus that merely announce and deserily 
new produ ing events. So long has this thought bee 
cherished th s criticism to suggest that only a portion 
of advertis! lescribed.* This thought seems to persis, 
because of tl ple have in differentiating between news ani 
out-and-out The difference should become immediately 
clear when o1 ider the extensive use made of trade marks 
It is not vi that are good for what ails one, but th: 
particular lin X brand of product. Who ever hear( 
of “antisept remedy for the fear of halitosis? Listerin 
is the one at for such a purpose. Here is an exampk 
of educatior t includes the creation of a felt difficulty 
followed by ins of escape. Listerine is an excellent prod 


uct for overs f halitosis, and the makers have implanted 
and cultivat ler to make it a paying proposition. Their 
success is wi Che psychosis of fear of foul breath has been 
made an An There is no escape. Neither your best 
friend, nor 1 itive will advise you if foulness actually 


exists. Th ress of this campaign is exemplified 


by a happe1 lated by a supervisor of health education 


in the public New Jersey city.*® Janet Brown of the third 
grade, in an paper, described with convincing sincerity 
the plight of le Mary. She was completely ostracized 
by her playm suffered from halitosis. Her little friends 
did not dare t Finally she learned of listerine and immediately 
became the f he children. This paper was singled out 
from the mor for special commendation.” 


“Tt is possi t of retail store advertising may be described as 
“announcement” often, however, this type of advertising includes 
the use of nati nds and fashions in such a way as to make it 
part and parcel ye consumers’ tastes. 

1 Proprietar i. e., the name by which the product was know 
to the doctor ar e Lambert Pharmacal Company made their trade 
mark so f 

This acco writer. 

"The exam] litosis is not invidiously selected here because 
it is an except well known and particularly well illustrates the 
point. Another | serve the same purpose. It is obvious that 
the Chesebrough ympany has created a large demand for vaseline, 
their trade mark In this connection it is interesting to know 
that producers to keep their trade marks from becoming 
descriptive of tl t to which the trade mark is applied. The 
law holds that i es descriptive of the commodity, the produce? 
loses the valual hed thereto; for, under such circumstances, if 
the product its , the trade mark immediately becomes public 
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For the purpose of our analysis, it is not important that certain 
goods satisfy certain wants, but it is important that advertising has 
created the wants which the advertised goods will satisfy."* Even if 
one is prepared to admit the contention which seems to be a great 
consolation to the advertiser, that in the major changes the consumer 
does largely select the trends of consumption, the thesis of this article 
remains untouched. Whoever heard of an advertising campaign failing 
because it was trying to create favor for something for which the people 
had no liking? Advertising fails only when it fails to make people 
want particular things.” It is true that a few long-standing customs, 
the few that remain, may show a remarkable stubbornness before the 
advertiser’s relentless attack. A few years ago we witnessed the “eman- 
cipation” of women from cumbersome styles. The long skirts were 
abandoned and with them went the constraining corsets. Everyone 
joined in the chorus sung in praise of the new sanity in dress. Today 
& witness the spectacle of the reverse. The style czars acting in collu- 
sion with the textile makers, it is alleged, have demanded the return of the 
long silhouette designs which require the wearing of the torturing corset 
in the achieving of a proper foundation. It is not surprising that women 
are adopting the new fashions, though some advertisers have been a 
little surprised at the slowness with which they were succeeding in 
putting the idea across. 

Admitting for the sake of argument that the consumer enjoys some 
power of selecting trends of consumption, one is forced to note that 
the whole environmental scheme is colored by advertising practices. The 
media by which the environment exerts its influence on the individual 
have been redesigned or reconstructed to meet the needs of advertising. 
In turning to the changes wrought by the aggregate of advertising 
campaigns, contemplate the less subtle changes in our scenery, both 
urban and rural, attributable to the works of the outdoor advertisers. 
The gaudy achievements in revamping the interiors of our street cars, 
suburban and interurban trains, busses, etc., are too conspicuous to 
need mention here. The same is true, to a less obvious degree, of 
the changes wrought in the field of literature. The magazines of the 


property. In case the product is patented, the right to the trade mark becomes 
public property automatically with the expiration of the patent. 

“It is admittedly a trivial change in taste when taste is shifted from sugar to 
domino sugar. It is just this subtle quality of change in taste which obscures 
theoretical implications. But remember it is not necessary for the change to be 
— from a “social” standpoint to cast reflections on the validity of economic 
theory. 

“Some defenders of advertising receive great consolation from pointing out that 
certain advertising campaigns have been known to fail. The failure is measured, 
however, in accordance with the standards here suggested. It is to admit that 
there are limits to even the most despotic control. 
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early ninetee! y were edited for a circulation that would now }y 
unprofitable. m in the light of present-day standar 
would be rega tere and dry.” They were before the adven; 
of advertising zz age of change. The gaudy, mad colors tha} 
make our co} tands resemble a drunken rainbow had po} 
appeared ups The day had not yet come when they could 
afford to giv iway. It has been described as an age g 
crusades. He were determinedly cherished before the column 
were to be s 1 of change who could afford to pay. Pry 
received four page for the “Murders in the Rue Morgue” 
Hawthorne w dollars a page in 1842. Could it be that 
these men wet .mateurs? Probably not, but advertising 
has changed t rance of journalism. The format, brilliant 
colors and co! modern magazine are determined by ad- 
vertising. T! s are those who are most easily incorporated 
in business p re Poe, Hawthorne, Whittier, Whitman, 
Cooper, Lowel low with Edgar Guest, the late Dr. Frank 
Crane, Zane G Harold Bell Wright. The unusual success 
of the latter g ubtedly due to their easy adaptability to 
the rather poy fitable tastes of advertising. 

It may be t all these cultural developments are good. 
It must, howe d that it makes no difference from the 
viewpoint of t [t is of no consequence here whether the 
precepts that ngenders are as impeccable as the beatitudes. 
If demand can l, how can we assume that productive energies 
are to flow into ; in which, because of small supplies and large 
demands, prices ve costs? Are we justified in assuming that 
there is a tend that direction? Frequently we see just the op- 
posite taking 1 some industries—the California Raisin 
Growers, for ex sed consumption has resulted in great bene- 
fits by making e supply. Advertising was an important 
instrumentality . this purpose could not have been attained 
so easily and « 

An importan n of enterprise today is not the catering 
to wants, but t! odification and direction of wants. In so 
far as the return n advertising, they are not derived from 
catering to wal cultivating tastes for commodities, the 
supply of which | producer controls. Often in the business 
world the prima on is the success with which an enterprise 
“an control tast , as is commonly supposed, the ability to 
cater to wants lependent of the advertising activities of 

*® See Frank Lu y of American Magazine, 1741-1850. 
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the producer. Imagine one reformulating J. B. Clark’s specific pro- 
juctivity theory of value in a situation in which the wants he is talking 
shout are wants created by the producer!” By the same test, would 
not Marshall’s net value product theory also come tumbling down; like- 
xjse all other conventional marginal distributive analyses that are based 
upon the concept of physical production?* And if it is admitted that 
the greatest returns go to those who are most successful in manipulating 
our tastes for a profit, can any defense be made of our property system 
on the grounds that there is something inherent in our economic organi- 
zation which safeguards society by forcing the individual who seeks to 
profit most to use his property to the advantage of others? 

Corus A. Stockine 
New York University 


“John Bates Clark, Distribution of Wealth, passim. 
* Alfred Marshall, op. cit., passim. 
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rOCK IN THE UNITED STATES 
1850-1878 


Between 185 d stock was rarely used outside of the transports. 
tion industry. 1 r, it was issued more frequently than Previously 
and it was em} r variety of purposes. Prob: ubly as a consequences 
of its increased ’ r than special legislation became the authority 
for its issue. A e t t was procuring a permanent and distinct plad 
in the financial rporation. This necessarily involved many changy 
in the character f stock. 


The third e nineteenth century was an important 
period in the f preferred stock in this country. From its 
earliest app¢ 350, this stock was nearly always a tempor. 
ary device f |. It differed very little from common 
stock. As t f preferred stock had proved so effective 
in procuring ons employed this method of obtaining 
money with ¢ ney during the period under consideration, 
New occasions ; the authority for its issue was changed; 
and it becan nd complex instrument of corporate finance, 

The use of was confined before 1850 almost entirely 
to the transpo ry. This condition continued for at least 
the next twen Except for preferred stocks in canal and 
railroad ente1 ve noted before 1878 the existence of such 
stock in only panies.” Since the number of canal preferred 
stocks was sm hat during this phase of its development 
this type of st d predominantly in the railroad industry. 


This seems to ntrast to the conditions in Germany and 
England. Hu ’ Magazine in 1859 reprinted a table from 
the Statistical » Hiibner which showed that in Germany 
preferred sto t only by railroads and canals, but by 
foundri bat] bling houses, building associations, cotton 


factories, brev factories, and sugar factories.* Fenn’ 
Compendium } 872 indicates that in England preferred 
stock was fi by telegraph and gas companies, water 
works, breweri y rolling stock companies.* 

In the field nals and railroads—there is a plenty of 


this country before 1850 see G. H. Evans, 
Jr., “The Early I i Stock in the United States,” Asrertcan Eco- 
womic Rev 

*New Englanc ( Augusta er Power Co., Cumberland Coal & 
Iron Co., Mari fariposa Land & Mining Co., Quicksilver Mining 
Co., Newport & »., Cincinnati & Covington Bridge Co., Interna- 
tional Ocean Teleg teal Estate Co., and Wyandotte Agricultura 
Works. 

*Hunt’s Mercha i Commercial Review, Nov., 1859, p. 586. 

* Fenn’s Compe lish and Foreign Funds, 11th ed., pp. 537-557. 
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idence to show that preferred stock was often used in this country in 
the period under study. However, as many of these stocks were 
infrequently quoted on the exchanges, no single reference can be given 


nSporta. hich will adequately picture the situation which prevailed at any 
eviously particular time. The following, nevertheless, will give some idea of the 
dues conditions at various dates. A careful examination of Martin’s 
ct pla [EE Twenty-one Years in the Boston Stock Market* will show that in 1855 
changs HB, ... railroad preferred stocks were known to the Boston exchange. The 


frst issue of the Commercial and Financial Chronicle, July 1, 1865, 
ortant contained a table entitled “Preferred and Guaranteed Railroad Stocks” 
‘om its which included twenty-one preferred stocks.® Four weeks later the same 
empor- journal had in its “Railroad, Canal, and Miscellaneous Stock List’” 
ommon aEecleven railroad preferred stocks which were not in the table of July 1; 
Tective these were in addition to fifteen that did appear in the earlier 


aining issue. A similar list in the Chronicle of July 2, 1870° gave information 
ration, on thirty-six railroad, three canal, and two mining preferred stocks. 
an ged: After 1874 lists similar to those mentioned above ceased to appear as 
nance, a part of the weekly Chronicle but may be found in the Investors’ 
ntirely Supplement which was issued by the same journal. The July, 1875, 
t least issue of the Supplement included in its tables forty railroad, two canal, 
al and Me and two mining preferred stocks. Not only was the number of such 
f such issues large, but the volume was considerable and the railroads using 
ferred [Me this device were important. Evidence on this point is furnished by 


pmen! the following figures for the year 1865 on the outstanding preferred 
ustry. stocks of seven roads 


and 


Fenn’s 
ferred In this period the use of preferred stock was generally associated 

I y 
water- with financial difficulties; before 1850 there had invariably been this 
y 

connection. Preferred stock continued to be used to procure funds to 
ity of HM complete and equip failing roads.*° Its use in reorganizations began 
-_ and throughout the period was important." Frequently a road delayed 
Eco- 

1856 edition. 

Coal & 
Mining 7 29, 1865, p. 156. 
nterna- rage 18. 
vultural *Commercial & Financial Chronicle, July 1, 1865, p. 27. 
| ” For example: Pa. & N.Y. Canal & R.R., see Pa. Laws 1869, No. 715; and Mich. 
5. Lake Shore R.R., see Commercial & Financial Chronicle, Apr. 12, 1873, p. 4938. 
5ST. “For example: Elmira & Williamsport R.R., see Pa. Laws 1860, No. 591; Erie 
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or prevented r ‘zat by paying with preferred stock its bon 
interest.2* Th ilso appeared in consolidations*“—the 
of the old ro exchanged for the preferred stock of the ney 
company. S ; a railroad this was chiefly true of the Pennsy\. 
vania Railroa C ‘ advanced money to a road in difficulty anal 
received in « é erred stock to an amount sufficient to give 
complete or s ntrol over the assisted enterprise.* In 187} 
the Pennsylv l used preferred stock in another way. To 
control its w ngs, it organized the Pennsylvania Company 
with four mill k and eight million preferred. The entire 
h turned over to the railroad by its newly 
created subsid irn for the securities of the western roads 
It is worthy the Pennsylvania Company was the only 
corporation, se resulting from consolidation or reorganizs. 
tion, which isst red stock at the beginning of its business exist. 
ence. This d t yet recognized as a regular part of a corpors- 
tion’s original tructure. 


amount of t 


A change it uthority for preferred stock issues occurred 
about 1852, | . result of the increased use of this stock. 
Though ther contradictory experiences, the general ruk 
of law prior t appears to have been that each issue had to ke 
authorized by gislative act. ‘The General Railroad law of 
Indiana passed idicates a new era.*® It authorized railroads 


Ry., see N.Y. Laz 119; Atlantic & Great Western R.R., see Commercial 
& Financial Chi 872, p. 595 and Oct. 18, 1873, p. 511; and Detroit, 
Lansing & Nort! ee P. W. Ivey, The Pere Marquette Railroad Compan, 
p. 54. The evider vailable is only sufficient to warrant mention of the 
fact that in a fe nizations of this period the preferred stockholders, 
who had been the ld company, forced the creation of a mortgage 
to secure their st le: Catawissa R.R., see Pa. Laws 1860, No. 22 
and also Pa. Laz ) 1, No. 550; Detroit & Milwaukee R.R., see Con- 
merical & Finance A ll, 1874, p. 8375; and St. Louis, Alton & Terre 
Haute R.R., see mncial Chronicle, Feb. 26, 1876, p. 199. 

For example lian R.R., see Commercial & Financial Chronicle, 
June 18, 1870, p Wayne, Muncie & Cincinnati R.R., see Commercial 
& Financial Chri 873, p. 627. 

% For example: A issippi & Ohio R.R., see Va, Acts 1869-70, ch. 14; 
Covington & Lex e Commercial & Financial Chronicle, May 22, 1873, 
p- 500; and Mobile é R.R., see Commercial & Financial Chronicle, Aug 
14, 1869, p. 206. 

4% Philadelphia ¢ mercial §& Financial Chronicle, Apr. 12, 18%, 
p. 482, and also H The Growth and Development of the Pennsylvania 
Railroad Compan North Alabama R.R., see Henry V. Poor, Manual 
of the Railroads 1871-72, p. 446; and Cleveland, Mt. Vernon & 
Delaware R.R., s¢ uncial Chronicle, Apr. 17, 1875, p. 381. 

% Commercial & icle, Mar. 11, 1871, p. 806. 

% An Act to pr yrporation of railroad companies, approved Maj 
11, 1852, Sec. 20. 
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+o issue preferred stock to provide for the payment of debts and for 
construction and equipment costs. The only other requirements of 
this act were that a majority of the stockholders give approval and 
that the amount should not exceed one-half of the capital of the 
company. Ohio by general act in 1856 allowed railroads to sell pre- 
ferred stock in order to pay their floating debts.’ In 1865 the same 
state permitted the use of such stock by any company organized to 
construct a bridge across the Ohio River.** In 1870 it granted any 
manufacturing company the right to issue preferred stock to pay its 
debts or to furnish working capital;*® and in the same year permitted 
railroads to dispose of it for the purpose of redeeming their bonded 
debts.° In 1868 every Maryland corporation which had the power to 
obtain money upon mortgage was given the privilege of using preferred 
stock instead of exercising its borrowing powers.” The extent of this 
substitution was to be decided by the corporation. Pennsylvania in 
1872 authorized the creation of this type of stock by any organization 
established under general law.** Of course not all states were quick to 
follow the new move. In 1877 the preferred stock of a New York mining 
company was declared illegally issued because of a lack of legislative 
authority.” 

About 1850 preferred stock began to obtain a permanent and dis- 
tinct place in corporate finance. As this occurred, its rights and privi- 
leges became more varied and more clearly defined. Previous to that 
date, this stock had generally been issued with the understanding that 
it was automatically to become common stock as soon as the corporation 
attained a certain degree of prosperity—usually when the company 
was able to pay on all its stock a dividend equal to that promised the 
preferred shareholders. It is true that occasionally in the period under 
consideration, when preferred stock was sold, there was the hope or 
intent that it would not always remain a part of the financial structure 
of the issuing corporation. Its existence, however, was not to be ter- 
minated by its automatic conversion into common stock—as in the past— 


"General Laws of Ohio, 1856, An Act to enable railroad companies to fund their 
floating debts, March 29, 1856. 

“General Laws of Ohio, 1865, An Act to regulate companies incorporated for 
the construction of bridges across the Ohio river, March 16, 1865. 

“General Laws of Ohio, 1870, An Act to authorize manufacturing corporations 
'o issue preferred stock, passed March 25, 1870. 

*General Laws of Ohio, 1870, An Act to enable railroad companies to redeem 
their bonded debts, passed April 16, 1870. 

“Maryland Laws, 1868, ch. 471, Sec. 219. 

“Laws of Pennsylvania of 1872, No. 28, An Act to authorize corporations to issue 
preferred stock. 

* Commercial & Financial Chronicle, Oct. 18, 1877, p. 358; see also Kent. v. Quick- 
silver Mining Company, 78 N.Y. 159 (1879). 
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but by the n f voluntary or compulsory redemption™ or th. 
practically n intary conversion.” 

One of the at preferred stock indicative of its development 
as a perman¢ net stock was the participation feature. 4; 
long as the p itomatically to become common at an early 
date, there wa this privilege. After 1850, however, numer. 

28 
ous instances ition appeared. For example, the Chicagy 
& Northwest ven per cent preferred was entitled to , 
further prefe1 r cent after the common had received seven 
per cent and ticipation with the common after both had 
received ten ] St. Louis, Kansas City & Northern Rai 
way preferr nt stock—participated equally with the 
common after d ten per cent.”® 

The same « n in the fact that several companies issued 
more than « referred stock. In 1851 the Lexington and 
West Camb1 sued two classes of preferred stock;” the 
Marietta and Railroad in the reorganization of 1860 did 
a ew ind Prairie du Chien had outstanding 
in 1861 first a 1 stocks.™ 

Provisions | the power of-corporations to increase 
outstanding ] ssues sometimes existed. The preferred 
stock of the § nd Terre Haute Railroad could be in- 
creased only | sanction of the holders of a majority 
of the stock \t this time preferred stock was rarely 
given a veto sue of new bonds.** However, a United 

*See Ge An Act to enable railroad companies to fund 
their floating de 1856, Sec. 4; Lexington & West Cambridge R.R., see 
Mass. Laws, 18 ee & Prairie du Chien Ry., see The (American) 
R uilway Times, 

* Lexington & R.R., see Mass. Laws, 1851, ch. 5; and St. Louis, 
Alton & Terre rcial & Financial Chronicle, Feb. 26, 18%, 
p. 199. 

% A few part ks, other than those given below in the text, 
may be found in t : Norwich & Worcester R.R., see Mass, Lawt 
1850, ch. 187; Cl ; Commercial & Financial Chronicle, Feb. %, 
1876, p. 198; Pent mercial & Financial Chronicle, Apr. 19, 1873, p 
523; and Boston, r & New Bedford R.R., see Mass. Laws, 1877 
ch. 170. 

** Commercial e, Feb. 26, 1876, p. 199. 

Tbid. 

G. Mart 

The (Amer Feb. 22, 1862, p. 58. 

Jbid., Jan. 4, 

= Commercia le, Aug. 22, 1868, p. 232. Catawissa R.R. pre 
ferred could be the consent of three-fourths of this stock. Set 


Pa. Laws, 1 
* For an instar R.R., Pa, Laws Appendix 1861, No. 550. 
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States Supreme Court decision rendered in 1874 showed clearly that 
preferred stock needed this protection.** The Erie Railway preferred 
stockholders at that time sought by legal action to assert their right 
to dividends against bona fide creditors and bondholders of the company 
whose claims occurred subsequent to the creation of their stock. The 
decision in this case made it apparent that preferred stockholders 
generally had no protection against an unlimited increase in the debts 
of the corporation which took precedence of their stock, provided only 
that such debts were incurred without fraud. 

The voting rights of preferred stock, which in the past had been 
substantially the same as those of the common, were occasionally limited 
in this period. The Ohio act of 1870 which permitted manufacturing 
companies to use preferred stock® required that no shares issued under 
this law should have a vote. Another variation in the right to vote also 
appeared. At one time in the history of the Connecticut Western Rail- 
read, only the preferred stockholders could vote in the meetings of the 
company.” These changes again indicate that preferred stock was 
becoming more differentiated from the common which it at first so 
closely resembled. 

The uncertainty about the cumulative character of early preferred 


| dividends was somewhat clarified in the period under consideration. 


During this time there came before the courts cases involving arrears 
of preferred dividends on stocks which had been issued without express 
provision as to whether or not the dividends were cumulative.” In 
each case the dividends were held to be cumulative. The courts supported 
their conclusions in various ways. They relied primarily upon the idea 
that preferred stock was common with a contract incorporated in it to 
pay certain dividends out of profits regardless of when these profits 
should arise. The agreement, however, did not create the relation of 
creditor and debtor inasmuch as there was no loan which was to be re- 
paid.** Most of these decisions cited in their support the English case of 
Henry v. the Great Northern Railway which was decided in 1857.*° 
There it was held that the preferred dividends were cumulative because 
otherwise the interests of the directors, who were generally ordinary 
shareholders, would be in conflict with the duty they owed to the 
holders of both the common and the preferred shares. Entire 

*St. John v. Erie Ry. Co., 22 Wall. 186 (1874), and also Commercial & Financial 


Chronicle, Feb. 26, 1876, p. 198. 
* Op. cit. 
“Commercial & Financial Chronicle, June 16, 1877, p. 564. 
*" Bates v. Androscoggin, ete., R.R., 49 Me. 491 (1860); Taft v. Hartford, etc., 
RR. 8 R.I. 810 (1866); and Lockhart v. Van Alstyne, 31 Mich. 76 (1875). 
*Ibid., and also Kent v. Quicksilver Mining Co., 78 N.Y. 159 (1879). 
“Henry v. Great Northern Ry., 1 De G. & J. 606 (1857), aff'd 4 K. & J. 1. 
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improvements when they were insufficien: 
n and preferred stocks; too little woul; 
when profits were just large enough tp 
state of things, it was felt, the legis. 
to exist. These American decision; 
there was no mention of whether or po} 
ulative. The uncertainty resulting fron 
caused corporations to attempt definite. 


the other in 1876—called attention ty 
a few preferred stock certificates which 
‘umulative or non-cumulative dividends.” 
to the rising importance of this subject 
western roads would soon be able to pay 
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THE GERMAN INSTITUTE FOR BUSINESS 


fie; 
_ CYCLE RESEARCH 

a The Institut fiir Konjunkturforschung was established in Berlin in 1925 for the 
UA to urpose of analyzing and interpreting current economic data. Through its official con- 
e legis. a with the central statistical office for the Reich, the Reichsbank, the Federal 


ailway Company and other large public and private organizations, this Institute has 
ccess to material which makes its weekly, monthly and interim publications of scien- 
ific importance. 


Cisions 
or not 

4 
4 from 


efinite. Intelligent direction of productive forces, supported by a strong in- 


nancial Hafux of foreign capital, has led to a surprisingly rapid convalescence of 
‘ion to erman economy since the fever of currency inflation. Economic re- 
which Mamscarch organizations no doubt have played an important réle in en- 


ouraging and sustaining the more rational mobilization and command 
f productive factors. In the first rank of these research organizations 
tands the German Institute for Business Cycle Research—the Institut 
ir Konjunkturforschung. It best represents the application to Ger- 
1an conditions of a viewpoint and a method of economic research which 
as first and most fully developed in the United States. It may be 
f interest, therefore, to describe briefly the organization and activity 
f the Institute. 

After the stabilization of the German currency, in 1924, there was 
, growing recognition on the part of government and business leaders 
of the need for scientific examination and interpretation of the vast 


lends," 
ub ject 
to pay 


before 
T of a 
rtation 
is field 
special 
ime it 


volved 1ass of economic data, available but largely without significance. It 
| stock as felt that a scientific institute, similar to economic research agencies 
known Magelready existent in the United States, might develop new means of ra- 


eature (atonalizing the productive and distributive forces of the German economy. 
ferred MeAccordingly, in the middle of 1925 the leading public and private busi- 
ferred MEEDCSS organizations, together with the federal government, associated 


in founding the Institut fiir Konjunkturforschung.* 

The Institute is constituted as a scientific research organization, sup- 
ported by the governmental and private bodies indicated in the footnote. 
It is located in Berlin.? The administration is in the hands of a Kura- 


'The following organizations are associated in supporting the Institute: the federal 
government, the Reichsrat, the Reichsbank, the Federal Railway Company, the Federal 
Postal Service, and the so-called “leading associations of German business,” consist- 
ing of the Deutscher Landwirtschaftsrat; Deutscher Industrie- und Handelstag; 
Reichsverband der Deutschen Industrie; Reichsverband des Deutschen Gross- und 
Uberseehandels; Hauptgemeinschaft des Deutschen Einzelhandels; Zentralverband 
Deutscher Konsumvereine; Centralverband des Deutschen Bank- und Bankierge- 
werbes; Allgemeiner Deutscher Gewerkschaftsbund; Deutscher Gewerkschaftsbund; 
Gewerkschaftsring Deutscher Arbeiter-, Angestellten- und Beamtenverbiinde; Reichs- 
verband des Deutschen Handwerks; Deutscher Sparkassen und Giroverband; Deut- 
scher Stidtetag; Deutscher Beamtenbund; Allgemeiner Freier Angestelltenbund. 

*In 1926 the division “Westen” was established in Essen, as a branch of the Insti- 


tute. This branch is supported particularly by public and private organizations of 
the Ruhr district. 
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» bud 7, The Barometer of the Three Markets, which compares the movement 
;' ee pf prices on the security, commodity, and money markets; 
Porting 3. The Barometer of Commodity Prices, which indicates the movement of 


nship ¢ ensitive commodity prices, prices of industrial raw materials and partly- 
atisticy nished goods, wholesale prices of finished industrial goods, and retail prices. 
1 in fy 
Xtensiy 
is for 
rganiz. 
Well a 
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On the basis of these “barometers” the Institute analyzes and in- 
erprets contemporary business conditions. A comparison and weighing 
known factors in the dynamics of German economy leads to a general 
forecast of the fluctuations of that economy, as well as to forecasts 
f changes in particular aspects thereof. It may be said that a com- 
ination of historical comparison and “cross-cut” analysis is the basis 
for the Institute’s forecasts.® 

The diagnosis and forecasts of the Institute are published primarily 
in its quarterly, Vierteljahrshefte zur Konjunkturforschung. In Janu- 
ary, 1926, the Institute published an account of its preliminary studies 
; the memorandum, Die Weltwirtschaftliche Lage Ende 1925. The 
first number of the quarterly appeared in May, 1926. It is a valuable 
ource of information regarding German economy, and, in a more general 
yay, world economy. “Part A” of the quarterly (there are two parts, 
‘\” and “B”) is concerned, first, with a concise diagnosis of the eco- 
momic situation during the preceding several months, and with a sum- 
German amene"Y prognosis of the immediate future. The introductory diagnosis 
ed thet is, indeed, a résumé of the succeeding discussion. It is followed by a 
1 Stats general illumination of German economic conditions, beginning with a 
presentation of the system of “barometers,” and followed by individual 
examinations of the credit and security markets, of commodity prices 
and sales, of foreign trade, of industrial production and employment, 
f the labor market, and of the incomes of important industrial groups. 
A concise analysis of world.economic conditions completes the first part 
of the quarterly. “Part B” presents a detailed analysis of the con- 
temporary status of the most important branches of German economy.‘ 
lere, too, a brief summary serves as introduction. The next section 
is a comprehensive collection of the most recent economic statistics re- 
lating to Germany and other leading industrial countries.* The tables 


ders, in- *See Hardy and Cox, Forecasting Business Conditions, New York, 1927, ch. iii. For 
raw mr a discussion of the Institute’s “barometers,” see Ernst Wagemann, Economic Rhythm, 
New York, 1980, ch. xiv. See also F. Eppenstein, “Das Deutsche Institut fiir Kon- 
nsumen’ junkturforschung,” in Forschungsinstitute, Hamburg, 1930, vol. i, pp. 354-358; R. 
Claoué, “L’ Institut fiir Konjunkturforschung de Berlin,” in Revue d’Economie Po- 
Hitique, 42, 1, pp. 184-138, 
| ‘Agriculture, coal mining, iron and steel industry, machine industry, motor vehicle 
industry, leather and shoe industry, ceramic and glass industry, construction, lumber 
ndustry, paper industry, textile industry, toy industry, trade, hand-work, freight 
traffic, postal traffic. 
he banks * Belgium, Bulgaria and Rumania, Canada, Czechoslovakia, Denmark, Finland, 
and rance, Great Britain, Hungary, Italy, Japan, the Netherlands, Norway, Austria, 
Poland, Russia (U.S.S.R.), Sweden, Switzerland, United States of America. 


Was not 
the In 
elatively 
ation of 


experi: 
he Har. 
the sts- 
eveloped 


problen 
id con 
general 
indices, 
mise the 
iditions 
which 
unt eco 


m trade; 
ong-tera 


q 


66 


of statistics 
according te 
account, in 
in the mone} 
employment, 
and foreign 
ment and lig 
to particula 
in the publi 
genera! fie 

Since the | 
responsi 
W ochenberi 
provide freq 
ditions. So 
terested in s 
ice, 

The Insti 
ticular imp: 
is that relati 
forecast of | 
time to time 
with problems 


relating to pa 


As in most 
in its infancy 


development 


research. And 


careful work 


University 


‘The foll 
A nalyse des E 
kredit (4) D 


terverkehr und 


als Problem der 1 


Auflage); (8) 


des Einzelhande 


wichtigsten Wir 


zur Wirtschaft 
(14) Umsatz u 


mungsgriinde de 


Getre ide] roduki 


Schweine preise (d 


des Deutschen R 


Carl Theodore Schmidt [ Mare, 


l, first, according to countries, and secondly, 
ies. They present a detailed and accura, 
thly figures, of the most recent development 
markets, in commodity prices, wages, apj 
tion of important commodities, in domest; 
way and ship traffic, and in the establish 
iness enterprises. Special articles relatiig 
business cycle research often are include 
graphy of recent literature relating to th 
nomics completes the quarterly. 


1928 the Institute has published weekly reports 


nds from German business leaders. Thee 
its fiir Konjunkturforschung are intended 
diagnoses of contemporary economic cor- 
the Institute has been relatively little ip 
enterprise with a special forecasting sery. 


study of individual markets to be of par 
the most satisfactory studies undertake 
irket; it has resulted in a fairly accurat 
+h monographic studies are published fron 
Sonderhefte. They frequently are concerne 
, as well as with the results of investigation 
of German economy.° 

ical-statistical business cycle study is stil 
However, a good start has been made in the 
on of a relatively new technique of economit 
se of a most satisfactory future in the sober, 

fiir Konjunkturforschung. 

Cart THEopore 


ppeared at the date of this writing: (1) 2v 
Die Prognose der Schweinepreise; (8) Die Agra 
Wirtschaftskurven; (5) Untersuchungen tiber den G 
ler Nachkriegszeit; (6) Die Saisonschwankunga 
hung; (7) Die Prognose der Schweinepreise (awit 
much der Landwirtschaft in den einzelnen Gebit 
9) Der Trend; (10) Die Umsatzschwankunga 
Betriebspolitik; (11) Die Saisonschwankungen de 
Deutschland seit 1924; (12) Russische Arbeila 
mungsgriinde der Preise fiir Schlachtrinder, 
Deutschen Einzelhandel seit 1924; (15) Bestiw 
16) Die neuzeitliche Umstellung der iiberseeischn 
Dynamik des Baumarkts; (18) Die Prognose i 
19) Die Energiewirtschaft der Welt in Zahlen. 
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Condly, ECONOMIC THEORY AND THE NATURAL SCIENCE 
Ccurat: POINT OF VIEW 


pment; 
Paper presented at Round Table Conference, December 80, 1930, at forty-third 


| _ annual meeting of the American Economic Association, Cleveland, Ohio. 
Omesty 
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Scientific method in economics involves a closer relationship of economics to other 
social sciences and the treatment of “price and distribution” as only a part of “theory.” 
farginal utility theory should be abandoned. “Imperfect” markets and non-pro- 
ductive forms of acquisition are of paramount importance to economic problems. 
Present theories of business cycles and the price level conflict with Say’s law. Social 
ost accounting can and should include governmental as well as business fiscal policy. 
| this calls for a partial reformulation of descriptive theory into hypotheses de- 
imited to specific situations and capable of empirical testing. And description and 
ppraisal must not be confused. 


reports 
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Is economics a natural science? Ought the economist to deal with 
his subject-matter on the basis of natural science assumptions? Ought 
he to use natural science methods? Ought he to be concerned that his hy- 
potheses shall be consistent with hypotheses in other fields, such for 
example as the hypothesis of biological evolution? 

In discussing these questions I shall consider chiefly that part of eco- 
nomics which was once the whole but has become a specialized branch, 


of par: 


lertaker 


cccurate 
ed fromm economic theory” in the sense of theories of price, production, and 
ncerne faEaistribution. In this connection I shall have occasion to refer to certain 


heories as “neo-classical.” I shall mean by “neo-classical” most of the 
theories of such economists as Cannan, Carver, J. B. Clark, Ely, Knight, 
Fetter, Fisher, Laughlin, Marshall, Pigou, Seager, Seligman, Taussig, 
aylor, Wicksteed, Young and, with one important doctrinal exception, 
Davenport. I propose to consider briefly how the following topics might 
e treated from a natural science point of view: (1) standards of social 
policy; (2) the marginal utility theory and the ultimate determinants of 
price; (3) the law of supply and demand; (4) the productivity theory; 

(5) Say’s law that real supply is real demand; (6) theory of taxation. 
The suggestion that economists should adopt a natural science view- 
point is certainly not new. But there is the possibility that natural 
science method has not been read aright by the founders of economics. 
Moreover, much has happened in the field of science since the main out- 


igation 
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Sie ines of neo-classical theory were laid out by the classicists. Evolution- 
n Geditt amet biology and geology have developed. Psychology has expanded its 
rankunge 


tomain from perception, memory, and imagination to the behavior of 


ed the individual organism as a whole. And finally the subject-matter of 
chtrinder, me COnomic theory, our system of prices, production, and distribution has 
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been changed and is being changed by an industrial revolution that was 
scarcely begun in 1776, and that was only well under way in this country 
a century later. 
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Whether ecor cs is a natural science, is, I think, a question not 
so much of acl nt as of method and of relationship to other fid& te 
I cannot paus liscuss the nature of scientific method and the relatigy. 
ships among th nees at length.* I shall offer only three commen 
which are especially pertinent here. 

(1) It is a prime object of natural science to formulate hypothesy, of te 
or descriptive generalizations relevant to the subject-matter of scienc, er 
which are capabD mpl ical test. Scientific theories should not bk eC 
mere truisms, 01 so abstract as to be incapable of factual disproof “ ae 
They should be u in enabling one to say a priori what he expects “ope 
to find under certain specific conditions, within the limits of accuracy a” vie 
of the generaliza , and they should be such as to be invalidated i Ea 
he does not find lly what he expected to find a priori. Moreover, sti 
a scientific hypothesis should be so formulated as to fit existing dats a 
The economist w lo well to put generalizations about price and cost es: 
into the terms that ised in keeping business records—into accounting a — 
terms. And his t y of wealth should reckon with existing legal cate. eee 
gories. 

(2) Asanatu ience economics is first of all a social science, |} come 
is not primarily « d with individual behavior. It presumably deal a = 
with certain as] f our social system not sharply marked off from Kins 
the aspects with w other social sciences deal. Secondly, economics ial 
is a biological s e—it studies group relationships among living King ; 
organisms of the genus homo sapiens. As such its generalizations must edie 
somehow make peace with the general theory of biological evolution sm 
They can only be t f and relevant to some definitely specified periods sant | 
of social evolutio1 some specifiable antecedent period in human or technic 
pre-human evolutior y should be either untrue or irrelevant. Any eae 
economic general , if scientific, aspires only to historical validity. able tc 
And the historical ; of its validity should be carefully specified. adi 

(3) The biolog sciences do not confine themselves to description. Wh; 
They are normative as well as descriptive. Pathology deals with ab HM ..4.. 
normality. Phys concerned about the functions of organs. ia 
Function is a no! , not a descriptive category. Social pathology om 
and the functions nts in our economic system are properly the II. 
concern of economis But it is very important to accurate thinking sale 
that we should not . statement of what is with a statement of a ult 
what ought to be. neo-cl; 

With these brief « ts on scientific method and the relationships isn 
among the sciences 1, let us consider the topics I have listed. 

IT ry 

1For a further el f the natural science point of view in the anthro- fe 
pological studies, see “I ev and the Natural Science Point of View,” Psy Inec io 
chological Review, Nov., 1980, pp. 461-87. States, 
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|. Standards of social policy. As an evolutionist I should expect to 
find no sharp line between the neo-classicists and those who take a natural 
science view of economics. Many classicists have treated the efficient 
and economical use of human effort and social wealth in the production 
of goods and services as the main objective of our economic system. 
Natural science offers, it seems to me, not a conflicting view here, but 


% he possibility of defining this objective empirically, and of measuring 
he he performance of our economic system statistically. Fisher has made 
of 


a careful formulation of this objective in empirical terminology. He 
has accurately adhered to the accountant’s distinction between real and 
nominal accounts, between social wealth and social income or production. 
And he defines social wealth and income in terms of a consolidation of 
individual accounts. He is careful to state that there are certain 
ultimate items which do not cancel out. These include ultimate equities 
in tangible assets, consumer benefits, labor sacrifice, foregone immediate 
consumption. ‘The selection of these as ultimates involves passing judg- 
ment on our economic system. It is equivalent to asserting that the in- | 
terests of the consumer, laborer, and ultimate property holder are the 
ends of economic organization, and that business profits are a means 
thereto, and not conversely. 

King has offered us statistical measures of our national wealth and 
income, and in doing so has made certain amendments of definition. 
King has also attempted to deflate his income estimates to show the 
physical volume of income or production. The Stewart-Day-Thomas 
indexes measure a part of this production more directly, and their tech- 
nique can be applied to other parts of the production field. These 
techniques can also be used to show the physical volume of wealth and 


"Y BM \ebor, whose services are required in production. We should shortly be) 
IBM able to measure approximately the general efficiency of our economic. 

system in achieving the neo-classical ideal. . 
7 While these measurements are by no means perfect—production in- 
” BBM cludes some things that perhaps should class as illth—they can point 
- the way to many possible improvements in our economic system; and 
8 as our system improves our measures will improve also. 


Il. The marginal utility theory and the ultimate determinants of 


price. For purposes of appraisal it seems well to consider the consumer 
as ultimate and the business enterprise as intermediate. But when the 
-classicist makes consumers’ choice ultimate in his description, or ex- 


planation of actual price determination, he flies in the face of the facts. 


ne 


‘Irving Fisher, Nature of Capital and Income, 1906, esp. chaps. 6 and 9. 
*W. I. King, Wealth and Income of the People of the United States, 1915, National 


ncome and its Purchasing Power, 1930, and joint author of Income in the United 
States, 1922, 
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ase (1); the “law of monopoly price” to the second case. Both laws are 
efnitely historical. ‘They are not relevant to interpreting the facts 
{many primitive societies. Nor does any actual present market con- 
orm to the conditions under which either is true, except as a rough ap- 
yroximation. ‘Thus, under perfect competition there could be no wide- 
spread unemployment, no important differences of bargaining power, no 
‘ncentive to sales effort, no significant influence of price policy on market 
rice. 
Both laws deal with the conditions of static equilibrium in an isolated 
time interval. The empirical data for such a study are necessarily con- 
fned to a single pair of observations of price and amount marketed— 
no basis for scientific generalization is afforded, unless we take a dynamic 
view, unless we add to the two variables quantity and price a third vari- 
able, time, and concern ourselves with the historical behavior of prices. 
When we do, there are striking differences between different markets— 
also between different times. Mills has shown that commodity price 
variability exhibits a secular decline, temporarily reversed by the war.* 
While for static purposes competitive supply and demand are coérdin- 
ate—I have pointed out that dynamically they are not°—in peace time 
supply changes commonly are more important than demand changes in 
producing changes of commodity prices. 
The organized commodity and security exchanges approximate per- 
fect markets in many respects. Price fluctuates from moment to moment 
with changing conditions of demand and supply. For certain crops it 
has been possible to construct statistical demand schedules on an annual 
basis using yearly average prices. The law of supply and demand is 
useful as an approximation here. 
The price quotations of most manufactured commodities are “producer 
prices.” These quotations often do not vary at all for months at a time, 
though one may suspect special concessions from the quoted price before 
an official cut. But hour-to-hour changes in demand and supply pre- 
sumably do not cause price variations here. The short-time changes 
in supply and demand are offset by business policy. The law of supply 
and demand may here describe only the swings of, say, a 12 or 24 months’ 
moving average of prices. 
The law of supply and demand conceives demand and supply as func- 
tions of a single price. But every market competes with the future of 
itself. An expected rise or fall of prices may cause changes in present 
demand and supply and hence a rise or fall of present prices. There is, 
as Taussig has pointed out, a measure of indeterminacy in competitive 
Ls Rh Mills, Behavior of Prices, 1927, chap. 8 and Recent Economic Changes, 
29, chap, 9. 
‘J iia of American Statistical Assoc. Proceedings, Mar., 1980, p. 168. 
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ploymer nt may be a permanent condition, though its volume may vary. 
Again, in an imperfect market there is an incentive to exert sales ef- 
fort, directed both toward the distribution of certain market information, 
and toward developing consumers’ tastes. Indeed, sales effort may be an 
essential condition of competitive business survival. 

And finally, in an imperfect market business or public policy may be 
an important influence in fixing prices. Thus wage rates have been 
Lnown to rise in the face of a stable labor supply and a declining demand. 
can only pause to mention the increasing importance of price policy 
‘n connection with new monopoly elements in our economic organization, 
he rise of trusts, trade unions, and trade ethics, the development of pub- 
lic utility regulation, the growing practice of branding goods and of re- 
sale price maintenance. 

t seems fair to say that the Industrial Revolution and large-scale 
enterprise have greatly increased the significance of four important ex- 
ceptions to the law of supply and demand: disparity in bargaining 
power, unemployment, sales effort, and price policy. 

IV. The marginal productivity theory. The marginal productivity 
theory assigns to each of us a portion of the social income equal to what 
ye and our property have contributed to the social income, reckoned 
on the basis of the marginal productivities of the several “factors” or 


mar- 
riety 


ip of ingredients contributed. It suggests that natural law provides a scheme 
hers, A of social cost accounting and incentive payments, such that there is an 
arket iccurate allocation of social costs against social revenues, and such that 
Sa profits are a managerial bonus to society’s functional foreman—a bonus 
tion, 


for producing only what is socially worth the cost, for producing it as 
eficiently as possible, and for improving the technique of production. 
No general manager for society is needed, competition selects the most 
eficient functional foremen and directs their energies into the socially 


rket- 


price 
ition, 
are ganization there is much to be said for this theory. 

on But as a description of our present order the case for the marginal 

ption © Pp g 

productivity theory is not so clear. In the course of social evolution 
(in which governmental policy has played a part) we have developed 
a complex scheme of property and contract rights and rules of associa- 
tion, a currency system, the institutions of specialization, trade and 
production for sale, a complex of business organizations and of markets, 
isystem of prices. ‘These institutions so organize our society that most 
‘us are compelled to contribute to the social income in order to share 
it. In the rough, our economic system conforms to the competitive 
ideal. But only in the rough. As a description of our present order 
productivity theory is altogether too simple to be accurate—so 
‘imple that it ean throw little light upon those phases of our economic 
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omic problems. If “productivity” js th, 
f our economic system that is relevant }, 


fly concerned with the exceptions to tha th 
1uses of economic waste and inefficiency jy dt 
f our present system that create financis| 
it conflict with social policy. And if » tt 
tivity hypothesis empirically, we must lk c 
ounting and statistical information tha d 
rformance of various units in our econom p 
ance with remuneration. el 
10t be both a statement of what ought s 
is, if it is to be a useful scientific hypothesis b 
to consider briefly some exceptions to the a 
| as a scientific description of what js, k 
even on the basis of our present inade t 
inal productivity theory involves three as- ¢ 
in question. (1) It presupposes perfect : 
treats social wealth as hired by entre 
ty holders on short-term contracts, much I 
assumes a static unchanging legal system, 
or overlapping and conflict of property 


preneurial enterprise. 

| the entrepreneur might wisely confine 
tion of demand and to technological 
| social wealth. But none of the three as 
theory holds. As Veblen,’ Davenport,” 
| out, in our competitive society making 
It is by no means 
butes to social income in proportion to 
pay in terms of private profits. Legal 
lulteration of goods are often profitable. 
by shrewd bargaining as well as by eco- 


lve making goods. 


connections, strategic situations in the 
nformation are of paramount importance 
fortunes have been made in high finance 
s of accurate description we must sub- 

he marginal productivity theory. 
hired by entrepreneurs on short-term con- 
1s overlooked an important accounting 
1nd material costs are directly assignable 


ce in Modern Civilization, 1919, pp. 279-823. 
Enterprise, 1918, esp. chap. 9. 
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to the output of a given accounting period. Overhead costs of which 
capital costs are an important element are not so assignable. Under 
the English domestic system most business costs were direct. The In- 


dustrial Revolution has greatly increased the business importance of - 


overhead. With the rise of overhead costs in the latter nineteenth cen- 
tury in the United States, free competition inevitably became cutthroat 
competition. More recently in the fields where large-scale methods are 
dominant, business has developed various restraints on free competition, 
pools, trusts, trade ethics, established channels of trade, brand and pat- 
ent monopolies, communities of interest, etc. Bell has analyzed this 
situation admirably.» These restraints are essential to business sta- 
bility, but they diminish the effectiveness of competition as a regulative 
agency. Incidentally, they involve restriction of output, producing at 
less than capacity a good deal of the time, and as J. M. Clark has noted,” 
the marginal productivity (profitivity) of a plant operating at less than 
capacity is zero. Marginal profitivity in manufacturing and public 
utilities evidently does not ordinarily determine factorial shares. 

When a manufacturer puts a price upon his output, he includes in that 
price a charge to cover his overhead. For him the cost is partly direct 
or avoidable, partly overhead or unavoidable. For the purchaser the 
entire cost of the purchase may be direct. There is a conversion in the 
form of costs from what is overhead for the manufacturer to what is 
direct to the purchaser. ‘There is a similar conversion between laborer 
and employer. To the laborer his cost of living is largely overhead or 
unavoidable—to the employer wage cost is largely direct. J. M. Clark 
and I have called attention to the importance and prevalence ef these 
direct-overliead cost conversions in modern society.** They give the pur- 
chaser a profit incentive to curtail purchases when socially a different 
policy might pay. I can only pause to mention the fundamental impor- 


tance of the theory of direct-overhead cost conversions for understanding . 


such problems as the business cycle, the behavior of the labor market, 


public utility rates, and the functioning of agriculture and the coal in- 
dustry. 


In the absence of adequate market information intelligently used, a - 


long production period may give rise to cycles of over- and under-pro- 
duction—the hog-cycle, the cattle-cycle, the apple-cycle, the petroleum- 
cycle, and less clearly a cycle in bituminous coal. 

The productivity theory presupposes an absence of ambiguity in our 
legal system—that there is adequate recourse at law for any party to col- 


"Spurgeon Bell, “Fixed Costs and Market Price,” Quart. Jour. Econ., vol. 82, pp. 
507-24. 


"J. M. Clark, op. cit., chap. 28. 


; 2 J. M. Clark, op. cit., chapters 2, 18, 19; Copeland, Trend of Economics, 1924, 
Communities of Economic Interest and the Price System,” pp. 117, 186-7. 
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lect from a sex ill pecuniary gains to the second party for functl 
which the first ] nsible and to collect full indemnification from ata 
the second par ury losses incurred by the first party through terpr 
actions of the s . complex and changing society we can hardly of inc 
expect such pel Chere are many cases of what I have called ng re 
de facto torts, for which no legal remedy is now available. durin 
In the “wild an y of mineral rights we find an incentive to that 
wasteful extrac n. Zoning ordinances imperfectly elin- gover 
inate de facto 1 ban realty. The depreciation of a laborer js come, 
not necessarily mployer. Many lease contracts, as Pigoy cles | 
has noted, prov itely against depreciation or depletion of stud) 
leased property. are de facto torts there is a profitivity 1 
incentive not to t int of social cost. the e 
The theory t! iding the monopoly profit derived from ficti 
a patent) offers ficient managerial incentive payment is ob- < th 
viously more ap] t period before the Industrial Revolution ome 
than to the pres re-scale corporate enterprise. The alloca- oal .; 
tion of corporat nority stockholders not only means that shor 
such profits are 1 1 by management, it has also facilitated the _ 
capitalization of profits into the valuation on which public _ 
utilities have a co ht not to be deprived of a reasonable re amp 
turn. In public u nd perhaps some other lines) we are beginning a 
to get the accou ,tion necessary to measure economic per- oo 
formance. And tilities consequently we are beginning to 8 | 
face the problem « g the institution of profits into a mar- = 
agerial incentive t shall go to management and that shall he 
more accurately ref performance.** But the problem of get- -— 
ting accurate aci .tion and of remodeling the institution a 
of profits is clea fined to. the public utility field. One-half m 
-of our national in yroduced by non-entrepreneurial forms of én 
enterprise. 
V. Say’s law. at real supply is real demand and that Th 
the value in exch modity is independent of the exchange “a 
value of money is rcantilism that goes too far. It tends al 
to minimize the ré¢ the national wealth and welfare. Yet "a 
oddly enough it I tement of the réle of money in the busi- =" 
ness cycle and th If we allow for the time it takes money e 
to circulate, it is « oply today means demand not today but 7 
at some later time ; not precisely true for short periods. 
Recognizing this, and ng also that for purposes of analyzing the ‘. 
Trend of Econo 
% Cf. the Bauer-B New York State Legislative Doc. No. 75, 1930, 
p. 411 ff. 


1930, 
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functioning of our pecuniary society the consumer, the worker, and the 
saver are no more ultimate in the nexus of prices than the business en- 
terprise, Mitchell in his Business Cycles traces the cumulative expansion 
of ‘ncomes and expenditures of businesses, families, and governments dur- 
-»¢ recovery and prosperity and the cumulative contraction of incomes 
during recession. ‘The mercantilists were right at least to the extent 
that a favorable change in the balance of trade may favor business re- 
covery or promote business expansion and so increase the national in- 
come. Historically we may fairly call Mitchell’s theory of business cy- 
cles the first triumph of the empirical natural science method in the 
study of the behavior of prices and production. 
The corollary of Say’s law, that value in exchange is independent of 
exchange value of money, has helped to sustain, in the face of con- 
ficting facts, purely monetary theories of the level of commodity prices 
_the various quantity and commodity theories. We know that the re- 
lations between M and P are complicated by V and T. We know that 
for short periods the equation of exchange is not precisely true—the 
shorter the period, the less accurate the equation. We know that in sea- 
sonal movements and trend the variations of V and T do not offset each 
other. The offset in cyclical movements is probably only a rough ap- 
proximation. We know that seasonally M is elastic, adjusting itself to 
the money work to be done. I have shown elsewhere that a large propor- 
tion of money work is created by transactions that cannot well be treated 
as P x T, taxes, insurance premiums, etc., and that commodity price 
transactions account for but a fraction of money work.*® We know that 
the connection between gold and prices in the United States today is ex- 
tremely tenuous, bank reserves are one factor in interest rates, interest 
rates are one factor in price changes. The behavior of the level of com- 
modity prices from late 1925 to 1929 is difficult to account for on the 
basis of monetary and credit conditions.‘ Specific factors affecting 
specific commodities appear to account for this period satisfactorily. 
The natural science point of view suggests that we should define the price 
level in the way in which it is measured, as a weighted average of a 
specified set of prices, and that we should deal with it for what it is—a 
mere average of prices. There may at times be a pervasive common in- 
fluence on prices such as a credit stringency, or a cumulative movement 


of prices. At times special factors working on special prices may be of | 


paramount importance. 

VI. Taxation. The neo-classical theory of value and cost applies 
‘o prices but not to taxes. It distinguishes taxes sharply from prices. 
Governmental accounting lies outside the neo-classical scheme of social 


*“Money, Trade and Prices,” Quart. Jour. Econ., vol. 48, pp. 648-666. 
" Journal of American Statistical Association, Proceedings, Mar., 1930, p. 164-9. 
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aim to take account of certain features of society that the Industrial 
Revolution has made prominent, disparity in bargaining power, sales 
efort, a variety of restraints on competition, overhead costs, changes 
and ambiguities in our legal system. It rejects Say’s law for short- 
time movements of price and production and substitutes the cumulative 
expansion and contraction of incomes of business, family, and govern- 
ment. And it finds a variety of factors influencing the price level. Again 
it would extend the scheme of social cost accounting suggested by the 
older theory to include government fiscal policy. To the fuller working 
out of this newer theory we shall need vastly better accounting and 
statistical information than is available today. 

Neo-classical economic theory is value and distribution theory. From 
a natural science view hypotheses concerning industrial government or 
the organization of our railroad system are economic theories as truly 
as hypotheses concerning variations in price, production and distribu- 
tion. 

The neo-classical theory of economics offers, on the whole, somewhat 
scanty contacts with other social sciences. For a natural science theory 
there are no sharp lines between economics, political science, and soci- 
ology; and the historical approach is common to all of them. The legal 
system, government organization and policy, social institutions, market 
organization, the organization and policy of the business enterprise and 
the trade union are all involved in understanding the behavior of prices 
and changes in the amount of distribution of wealth and income. Eco- 
nomic theory is necessarily only a special phase of social theory. 


Morris A. CopELtanp 
University of Michigan 
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DOES INSTITUTIONALISM COMPLEMENT OR COMPETP 
WITH “ORTHODOX ECONOMICS”? 
Paper present fable Conference, December 30, 1930, at forty-thir 
annual meeting o! I nomic Association, Cleveland, Ohio, 
| The concept of icks precision and has been misleadingly identified conflic 
with other new me roach in economics. Examples of institutional wor , | 
are suggested. [1 needs a codrdinating body of theory. No inheren el 
reason why orthod should not supply this framework, but its emphas tive a 
has probably tended t ge peculiarly institutional work. As a contribution ticula 
towards delimiting ects of behavior and economically relevant institutions T} 
supplying workabl f yught, and suggesting the forms in which a : 
institutionalist ec m ultimately be couched, the work of Cannan, less d 
Max Weber and § y significant. tional 
I am not con iss the advantages of the institutional ap. quant 
proach as altern iny other. I accept the claim that a study of — 
the economic signif social institutions must greatly enrich eco- eae 
nomic knowledg gly, I propose firstly to ask why the institu “oa 
tionalist propag s been prominent in the economic discussion ; 
of the past fifte is country, has not been more productive e 
. hese 
of concrete wor! .ges in the curricula of our graduate schools, ‘ 
op tions. 
Secondly, I pro; s some of the problems to be faced if in- a , 
stitutionalism is from the stage of brilliant promise to that - 
to mi 
of solid achievem 
In dealing wit! or the slow realization of the promise of 
institutionalism, ] least passing mention to the great ad- ms 
vantage necessari | by the theories which held and even nov ia 
hold the field. W stitutionalist movement free from any special 
disability and po strongest vitality, time would be needed 1 
for the conversion ned in another point of view and for these 4 
evide 
converts to reach of eminence whence they could in turn infli- , 
ence teaching cu studies illustrative of the fruitfulness of ' 
are. 
the new method 1 wever, have been expected without so long « fi 
lag. The nature | of institutionalism doubtless offers a par- 
anc 
tial explanation of t! ny great body of such work. Those who ‘stic 
delight in balance ' nt systems and in the refinements of mathe the 
. . . 1€ 
matical analysis be seduced from the precision and intel- leads 
lectual elegance of onomics in its purest mathematical form by of e 
* an institutional se principal claim is a rugged realism. 7 
iUS 
Such difficulties vould, however, stand in the path of any that 
new approach. I e that institutionalism has encountered aa 
further and pecul Foremost among these I would place — 
the vagueness of f institutionalism itself. The books and + # 
papers of those g ld to be institutionalists cannot be said to * 
A 
elucidate the esse bution of the new approach. Discussion 
Fest 


1931] 


1931] Institutionalism and Orthodox Economics 81 


E «ith those from whom it appears to have sprung, more often than not 
cits a shy but baffling denial not only of paternity but also of rela- 
hind tionship. Because of this uncertainty the institutional approach has 
often been identified with a number of more or less rival, and often 
ified conflicting points of view. Thus, for example, it is only slowly becoming | 
= clear that the institutional approach is not identical with the quantita- | 
on tive approach, with welfare economics or with the adoption of any par- | 
ition ticular view of psychology. 
ions, The linking of institutionalism with the quantitative method is doubt- 
_ less due mainly to the identification of Mitchell, the professed institu- 
tionalist, with Mitchell, the champion and outstanding practitioner of 
quantitative economics. It is true that quantitative workers and insti- 
“P tutionalists are impelled by a common desire for greater realism in 
ine economics. But, while the former may pursue realism either in the ex- 
6 pression with greater precision of the theories of the neo-classical econ- 
” omists, or in the quantitative description of interrelations not hitherto 
_ embraced within this system, the institutionalist is mainly interested in 
- these latter relations, particularly in so far as they relate to “institu- 
rw tions.” But the institutionalist cannot presumably confine himself, as . 
w must the quantitative economist, to those aspects which are amenable 
to measurement, and those concerning which statistics are now avail- 
os able or could be obtained. Thus, while there is no inherent conflict be- 
Ae the points of view, they are far from identical. 
a The error involved in the identification of the institutional approach 
ial with welfare economics is, I think, also becoming evident. Some of those 
ded generally regarded as leaders of institutionalist thought have spoken 
- from time to time as though this identity existed in spite of the weighty 
fly evidence to the contrary in the works of Pigou, who has attempted, more 
nt thoroughly than any other person, to develop a science of economic wel- 
| fare. Pigou’s work indicates that welfare can be made the end of eco- 
a nomic investigation in a system which is fundamentally non-institutional, 
ot and which uses throughout the tools and categories hitherto character- 
the istic of the neo-classical approach. Interest in welfare, rather than in 
tel the conditions favorable to an optimum volume of production, or to the 
en maintenance of equilibrium, does not inevitably require any new concept 
* of economic relationships. The study of institutions can be made by the} 
aa most “wert-frei” economist; and we should not be misled by the accident 
i that many institutionalists are motivated by a desire for more extensive 


social control of economic organization. This lack of identity with wel- 
fare economics is indeed fortunate for the future of institutionalism ; for 
it thus escapes the necessity of refuting attacks upon a supposed rein- 
troduction of value judgments into economics.” 

‘Thus, part of Morganstern’s attack upon the institutional approach in the 
Festschrift in honor of Guiseppe Prato is beside the point. For another interesting 
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Again, althoug! rise of institutionalism was considerably ih 
fluenced by tl z dissatisfaction with the supposed hedonisti, 
basis of neo-cl nomics, we are coming to see that the rejectio, 
of this partic of psychology does not necessarily involve th, 
adoption of a1 ely new method of approach to economia 
The adoption of V ’s careful analysis of the “economic relation. 


ship” in place omic motive” as the fundamental Preoccups. 
tion of econo ,° enables the neo-classical economist to fag 
unmoved the « t developments of contemporary psychology jp. 
volve a revisio! re method. 

Institutional suffered from the behavior of both its friend 
and its enemies ¢ a use of the term so loose as to embrace 
all revolts aga lian, Austrian, Marshallian, or Clarkian ee». it 
nomics. The : y great amount of work of a clearly define 
institutional cl loubt in part attributable to this confusion, 

Institutional! perhaps be defined, apart from any of thes 
things, as a m ipproach to economic problems in which promi- 
nent place is g teraction between social institutions on th 


one hand and « lationships and the economic aspects of be 
havior on the o s to present an orderly arrangement of eco- 
nomic phenome! hich institutions are elevated from the statts of th 
exception or th te, and integrated with the main body of eco 
nomics. This e! in take several forms. Veblen’s work brilliantly 
illustrates its possi! ; in the field of criticism. It may emerge in tk 
form of geneti: f the development of institutions. A super) 
example of this f the institutional approach is furnished by 


Max Weber’s st genesis of the capitalist system of organim- 
tion,® in which | the bureaucratic rationalist spirit as its « 


sence and creati .d explains its origin in terms of a prevailing 
religious ethic, ing done its work, disappeared, leaving le 


hind the ration of life. 

But the gene h is only one expression of the new emphasis 
Equally signific studies as those of Wedgwood in England, 
on inheritance, M. Clark here, on overhead costs,® which examin 
the influence ex economic field, over a relatively short period 
of time, by a leg nological institution and endeavor to estimate 
its economic im} nd ramifications. An even.more ambitious ¢ 
German interpreta tent and implications of institutionalism, see tk 
article by E. Fliig her fiir Nationalékonomie und Statistik, 1921, p. 

* The Common § | Economy, especially pp. 168-211. 

*Max Weber, 7 Ethic and the Spirit of Capitalism, translated by 
Talcott Parsons. 

J. Wedgwood, f Inheritance. 


'J. M. Clark, 7 f Overhead Coste. 
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fort of this kinds-but ranging over a longer period is Commons’ attempt* 
to show the significance in the evolution of the economic world, of the 
decisions of the courts of law, which, by their selection of some prac- 
tices as legal and their rejection of others, establish the limits within 
which, at any given time, the “economic man” can move. A third pos- 


ly in. 
istic 
ection 
Ve the 
Omics, 


lation MMMM ible application of the institutionalist approach is likely to take the 
ccups- MME form in the future of an examination of certain typical economic bodies 
0 face Mas they operate today, in terms of the economic functions they perform 


and the forms of organization adopted to carry out these functions. 
The forthcoming study of the corporation by Berle and Means promises 
to take this form. Finally the institutionalist approach may give rise 
to attempts to analyze a specific economic problem in terms of its in- 
stitutional environment. Hamilton and Wright’s study of the coal in- 
dustry’ is one of the best examples of this kind of attack. 

Studies of these general types cannot fail to enrich economics by pro- 
viding more precise and detailed information of economic phenomena 
and their interrelations. But if institutionalism is advanced as a means 
to the production of a series of generalizations concerning the economic 
aspects of social phenomena, which is seriously to compete with exist- 
ing types of economic thought, there is yet another direction in which its 
exponents must apply their energies. It is urgently necessary that there 
shall be built up what Mitchell has termed “a framework within which \ 
all sorts of contributions may find their proper places.” 

But why, it may be asked, cannot the existing organons of economic 
theory be utilized? It is the greatest merit of what is called “orthodox 
economics” that it offers a framework of highly integrated categories ;~ 
and, at first sight, it would seem easy to indicate various points on the 
existing body of economic doctrine at which studies bearing the un- 
doubted stamp of the institutionalist emphasis might be grafted. Yet 
there is something ominous in the failure of Marshall’s well-known state- 
ments regarding the superiority of the biological approach in economics,* 
to stimulate any marked developments along such lines among Cambridge 
economists. HH. D. Henderson, in his Supply and Demand (the New 
Testament of the Cambridge School) has thrown into relief one possible 
line of development, by the sharp distinction which he draws between that 
part of economic theory (dealing with the apportionment of factors be- 
tween the different uses) where relations are “clear and fundamental,” 
and where theory claims to speak with a certain, and even a normative 
voice, and that part (dealing with the forces influencing the aggregate 
supplies of factors) where there are admittedly as yet no clear and cer- 
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‘J. R. Commons, The Legal Foundations of Capitalism, 
"W. Hamilton and H. Wright, The Case of Bitwminous Coal. 
"A. Marshall, Collected Papers, Letters and Memoirs, pp. 812-818. 
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arch 

- igher synthesis is in process of emergence. Finally it may be due to 

* ick of the courage required to desert the ranks of the white collar 
i 


workers in the libraries of economics for the uncertain field where, in 
ddition to logical consistency and a knowledge of economic doctrines, 
there is need for a knowledge of many aspects of social behavior, and for 
the patience and endurance to collect, classify, and interpret masses of 
data, obstinate to handle and apt to yield conclusions apparently insig- 
nificant in relation to the labor involved. 

The fact that the existing organon of economic theory has failed to 
serve to any significant extent as a point of departure for institutional 
investigations suggests the possibility that a new type of theory is 
needed, and that the heavy costs of a break with tradition must be in- 
curred. It is unfortunate that the reaction against neo-classical eco- 
nomics has taken the negative form of a claim that economic theory is 
useless, instead of the more positive form of suggestions for an eco- 
nomic theory that could replace the present prevailing systems. It may 
be objected that the attempt to develop such a theory is premature and 
may saddle the new movement with categories which may persist long 
after they have ceased to be useful. I venture to suggest that this danger 
isnot so great as might be supposed. The very nature of the material 
that the institutional economist must study is in itself almost a guarantee 
against the tyranny of any categories of thought. Moreover its empha- 
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tween the entities studied, in the light of a constantly increasing body of 
information regarding their nature. 

If, therefore, it be argued that some integrating framework peculiar 
to institutionalism is necessary, efforts must be made to produce such a 
body of theory. In any case, the systematic economic discussion of in- 
stitutions presupposes two fundamental advances. In the first place, it is 
essential to evolve some principle by which the more particularly eco- 
nomic aspects of phenomena can be marked off from those pertaining 
more especially to the other social sciences. The danger that faces in- 
stitutionalism is that of a lack of focus. The recognition of the inter- 
dependence of economic phenomena and institutions, and phenomena 
and institutions of all other kinds is likely, unless we limit our field, to 
result in a diffusion of energy and in an output of innumerable studies of 
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athy MEE’ t&ck so diverse as seriously to hinder generalization or integration. 
dit MEU hodox theory suggested a point of view from which to approach any 
ture DOblem, and a set of concepts with which to analyze it. Institution- 
the alists who reject “orthodox theory” and possess no new series of con- 


cepts lack a point of attack or set of analytical tools. 
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Edwin Cannan is one of the few economists who has endeavored ty 
construct a syst m of economic theory in a form especially suited to 
serve as a basis for the synthesis of institutional studies. Althoy 
he has produced little more than a skeleton, he has set out very clearls 
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the specifically economic aspects of social behavior and suggested th But i 
particular canines that must be solved, if, for example, the fund. sltimate 
mental economic problem of obtaining any kind of production in a worl criteria 
of supplies limited in relation to wants, is to be solved. Insisting that though 
physical conditions call for some land, some labor and material equip- sitimate 
ment and an organization for deciding the form in which these are to bell of cconc 
combined, he examines the possible ways in which supplies of the physi- MMM the way 
cally determined essential yea could be secured and allocated t compar 
different uses, and the various ways in which the decisions as to endif rt. V 
could be made. ‘Treating the economic problem thus without reference MM ..onomi 
to any prevailing system of organization, he is relatively free to con- dist’ 
sider how different institutional arrangements bear upon his problem. or the v3 
Closely connected with the demarcation of the special field of economic MM hy refer 
study is that of defining an institution, and, more especially, an eco- to deter 
nomically relevant institution. With tiresome iteration we hear th parts, @ 
charge that contemporary orthodox theory is an explanation of the MMM}, the « 
economic aspects of social life appropriate to the social institution IMM the use. 
and forms of economic organization prevalent in the time of Ricardo, societie: 
But we still await (a) a specification of the relevant institutions, (b) types 0: 
a description of the changes they have suffered since Ricardo’s day, and But the 
(c) an analysis of the manner and degree in which these changes in prisingl 
form or function call for modification of our generalizations concern HM econom: 
ing economic sequences. Slichter in The Trend of Economics” gave Perh: 
tentative specification, and Clark in Social Control analyzed the eco HIM especial 
nomic significance of some legal institutions. But these suggestive at HMM penetra 
tempts have not yet been worked out in detail, and the concept of aH with So 
institution seems still to sprawl between the generality of Mitchells HM conditi 
“socially prevalent habits which in any given group standardize the be HM the cap 
havior of individual members,’”* Hamilton’s “property, competition and HM spirit, 
even pecuniary valuation itself”? and the “commodity markets” MMM of whic 
Edie.** Greater precision of so fundamental a category is essential oH little at 
the avoidance of work at cross purposes. Without some agreement as to The 
the nature of economically relevant institutions, our studies of the proc HM rival t 
esses of change and the forces making for survival or adaptation, lack HM measur 
orientation. There is a need for working categories in order to form the HM method 
made b 

*R. G. Tugwell, editor, The Trend of Economics, p. 304 ff. 
" American Economic Review, Supplement, March, 1918, p. 287. proach 


™ American Economic Review, Supplement, March, 1916, p. 165. 


* Quarterly Journal Economics, May, 1927, p. 418. Colu 
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hypotheses that alone make research fruitful. I venture to suggest that 
in the absence of any categories of their own, institutionalists would ob- 
in many suggestive hints from Max Weber’s attempts to develop a 
gries of concepts and categories for the treatment of social phenomena. 

But institutionalists must hope that institutional economic theory will 
sltimately produce more than a clear definition of an institution and 
criteria for segregating the economic aspects of social organization, al- 
jhough neither of these tasks has yet been performed. We may hope 
iitimately to discover categories for characterizing the interrelationships 
of economic phenomena peculiar to different societies and thus prepare 
the way for generalizations concerning the various forms of social life 
comparable to those of the biologist concerning the forms of individual 
life. We have as yet no criteria appropriate to the classification of 
economic aspects of social life comparable to those used by the biologist 
for distinguishing plant from animal life, vertebrates from invertebrates 
or the viviparous from the oviparous. Attempts to characterize societies 
by reference to a quality so dominating and fundamental that it appears 
to determine the main types of relationship existing among the various 
parts, and the functions they perform, have been made, among others, 
by the economic historians. These efforts have evidenced themselves in 
the use of such terms as nomadic, settled, feudal, socialist or communistic 
societies, and in general in the characterization by economic historians of 
types of economic societies in their discussions of stages of development. 
But the criteria used as bases of classification hitherto, have received sur- 
prisingly little serious consideration and have not always been relevant to 
economic discussion. 

Perhaps the efforts to characterize capitalist society have given rise, 
especially in the work of Weber and Sombart, to the most orderly and 
penetrating consideration of these problems. It is possible to take issue 
vith Sombart’s emphasis upon the spirit of the society as the all-powerful 
conditioning force, to challenge the specific content with which he endows 
the capitalist spirit, or to doubt the adequacy of his three criteria (the 
spirit, the technique and the form of organization) as dimensions in terms 
of which to deseribe and classify societies. It is disconcerting to find so 
little attention paid to the methodological implications of his work. 

The extent to which institutionalism will in future be regarded as a 
rival to so-called orthodox economics will, I submit, depend in large 
measure upon how successfully institutional economists tackle their 
methodological problems. To this end, more progress is likely to be 
made by a thorough-going analysis of the potentialities of the new ap- 
proach, than by a reiteration of the shortcomings of the old. 

E. M. Burns 

Columbia University 
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ce of the Gasoline Tax 


In the article, nditure and Tax Incidence,”* Professor Kep. 
drick argues tha for which the revenue is expended may affeg movemer 
the incidence of xpenditures of the revenue cause an expansion (” is no 
of the market for nd if the commodity is produced under cop. alleged J 


ditions of increa will rise by more than the amount of the the equil 
tax. If, however nodity is produced under conditions of decreasing 


cost. the price v { |, but will settle at a point lower than the 


incidenc' 


it can be 


original price. | that these findings are contradictory to the producti 
orthodox princij The following figure illustrates one of the Event 


cases presented - Kendrick, that of a commodity produced x for gaso 
phenom: 
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and 
increasing cost. lved in a commodity produced at decreasing years 
cost may be similar! depen 
The supply and ; are represented by SS’ and DD’. Before theret 
the tax becomes ¢ ts of gasoline will sell at OP cents per unit. Cor 
With the levy of t rding to the usual analysis, the supply curve slid 
(immediately) sh Cr. The demand curve remains unchanged and sition 
so the new price be« 1 the quantity salable at it, OA’. But itis gasol 
argued that the n vs resulting from the expenditure of the nev n th 
revenues will bri: nsion of the market for gasoline. The the i 
new demand curvs t to DE D’E. Hence there will be a new btai 
price equilibrium new quantity equilibrium at OA”. Therefore, in 
the price will ris¢ nt greater than the tax. aso 
This ingenious a1 » involves some confusion respecting the until} 
time element. On 1 when the tax becomes effective, the supply doll: 
curve, under the a: frictionless competition, instantly shifts to imp) 
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SI s’T. The movement of the equilibrium from C to C’ is timeless. But on 
ye other hand, no changes will occur in the demand schedule until the new 
hways become available. The position of the demand curve, for the time 

. remains unchanged. It may not move for years. But as the improve- 

nts come into use, this curve shifts out to a new position, DE D’E. This 
ement is timely or historical. The establishment of the equilibrium at 
cr is not contemporary with the equilibrium at C and C’. Regardless of the 


* alle ged purposes of the tax or the uses to which the proceeds will be applied, 
the the equilibrium, for the time being, remains at C’. And in the meantime the 


incidence of the tax is unaffected by the prospective expenditures. Similarly 
it can be shown that the same situation prevails in respect to a case involving 
roduction at decreasing cost. 

Eventually, perhaps, there will be improved highways and a larger market 
for gasoline. ‘There will be no necessary equivalence, however, between these 
phenomena and the tax. They will be possible results of the levy; but it is 
not conceivable that they will enable past, current, or future payers to shift 
the tax onto any one else. Each class of gasoline consumers bears its own 
purden. 


H. G. Henpricks 
Franklin College 


The Gasoline Tax: A Reply 


Professor Hendricks states my argument fairly and sees its bearing on 
orthodox incidence theory clearly. Likewise he is correct in his interpreta- 
tion of the time variation between the movements of the two curves. The 
pply curve moves quickly on the imposition of the tax. The demand curve 
moves slowly, for it must await improvements in the highway system. 

The issue is the effect of this time variation on the incidence of the tax. 
s the fact that the movement of the demand curve is “timely or histori- 
eal’ mean that the incidence of the tax is not affected by this movement? 
Professor Hendricks argues that a movement of the demand curve is a 
possible result of the tax but that it will not enable past, current or future 
payers of the tax to shift it. To him the fact that the road improvement 
and consequent expansion of the market for gasoline occur some months or 


ing years after the payment of the gasoline tax funds on which these phenomena 
depend is conclusive evidence that the incidence of the tax on gasoline is not 
ore thereby affected. 
nit, Conti inuing the gasoline tax illustration, this argument, in my view, is 
rve id only when applied to those payments made between the time of impo- 
and tion of the tax and the appearance of a change in the demand curve for 
t is ote due to improved roads financed by revenue from this tax. Clearly 
1eW in this interval the demand curve has not been affected and so cannot affect 
The le incidence of the tax. But once this period is past a different situation 


btains. The demand curve for gasoline is being affected as dollars of gaso- 
line tax funds are being spent on the roads. The fact that the dollars of 
gasoline tax money paid today do not appear in the form of improved roads 
until some months later has no bearing on the matter of incidence. Other 
dollars of gasoline tax money paid months ago are appearing in the form of 
improved roads today. This tax and this direction of expenditure constitute 
@ process and should be interpreted as a process. In this process the test of 
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incidence is price, not time, of expenditure. If the price of gasoline js differ. 
ent from what it would be if other direction of expenditure had been chose, 


the incidence of the tax on gasoline has been affected. 
M. Stave Kenpaicy 
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Value Changes: A Comment 
Mr. Whittlesey’s article’ on value changes seems to add confusion rathe oe 
than clarity to the analysis of wealth and its production. A careful analysis 
of his statements shows that he does not properly apply the distinction }.. wee 
tween social and private wealth. Mr. Whittlesey seems quite erroneously t) pens 
regard an increase in the total exchange value of a product possessed by an abunda 
individual, as in the cases of spices and toothpaste, as an increase in wealth, world « 
Obviously the increase in the total exchange value of such products in rely. MMM the int 
tion to the value of the other goods in the community represents no increag The 
in the total community wealth. When we are speaking of the production of 
time, form, and place values are we not referring to the creation of social Produc 
and not individual wealth? of the 
Furthermore, the ordinary definition of wealth production as the creation science 
of time, form, and place values is usually applied to the case of goods con MMMM scarce 
sciously produced by man. Are we to include under this definition suc materi 
objects as Al Smith hats and Babe Ruth baseballs which do not derive their 
value from the ordinary course of production but from the unusual condition: furthe: 
of scarcity? place, 
Let us look into the examples offered. Mr. Whittlesey’s example of 1 the re 
going-concern having more value than its parts refers to the case of a monop- Mm price | 
oly position. According to economic theory, as ordinarily taught, the firm o His 
the margin has no going-concern value above the cost of bringing it together. ranh 
If it has more value as a going-concern it obviously enjoys something of s B a 
monopoly position. A decreased supply of spices and enhanced prices for activit 
toothpaste are surely cases of increased total exchange value in the posses- and p 
sion of individuals, not cases of increased social wealth in the possession of A fe 
the community. Lastly Mr. Whittlesey adds unusual hats and balls. Quite given 
plainly these two cases do not involve any question of time, form, and plac settler 
utility production. Are these not merely cases of scarcity value whic oct 
economists never intended to include under their definition of time, form, 
and place value changes? To be sure, these two cases have something akin busine 
to what may be called prestige or scarcity value, but we cannot speak of pro- senate 
ducing prestige value in the same way that we can speak of producing time, intern 
form, and place value. The examples of prestige value given above simply wages 
acquired their prestige characteristics apart from man’s consciously directed space 
productive process. le 
Mr. Whittlesey also confuses the importance of value arising under men 
monopoly and scarcity conditions and value arising under competive condi- sumer 
tions. The processes leading to the creation of social wealth and those lead- compe 
ing to the creation of private wealth may be quite antipathetic. In ou cussio 
classification of wealth changes we must be careful to distinguish betwee Per 
these fundamentally different processes. ln al 
University of Virgin mater 
* American Economic Review, June, 1930, p. 231. credit 
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Fundamentals of Economics. By Pavut F. Gemmitt. (New York: 
Harper. 19380. Pp. xii, 489. $3.00.) 

In the preface of this volume Professor Gemmill states: “My chief 
concern has been to present the subject clearly and interestingly. To 
this end I have introduced a good many illustrations from actual busi- 
ness practice, with the thought that economics should be taught with an 
abundance of concrete samples and that genuine illustrations from the 
yorld of business are more effective than hypothetical cases in gaining 
the interest and enthusiasm of the student.” 

The book is organized around the conventional subdivisions: Part I, 
Production; Part II, Exchange; Part III, Distribution. At the end 
of the first few chapters there is a definition of terms: Economics is the 
science that describes man’s efforts to satisfy his wants by utilizing the 
scarce means provided by nature; wealth is a stock of useful, scarce, 
material, transferable goods; capital is produced goods intended for 
further production; and so on. Gemmill finds five types of utility: form, 
place, possession, time, service; he uses the doctrine that the costs of 
the representative firm are the long-run determinates of price. For 
price has a long run, a moderately long run, and a market price. 

His treatment of supply and demand is generously fortified with 
graphs and a chapter each is given to “Cyclical changes in business 
activity” and “The handling of business risks.” Rent, wages, interest, 
and profits are discussed in the usual fashion. 

A few things are somewhat puzzling to the reader. Two chapters are 
given to international trade: first, facts and principles; second, the 
settlement of international differences; but no space is given to a dis- 
cussion of tariffs. One wonders what Mr. Grundy, who is not only a 
business man but has the additional virtue of being a Pennsylvania 
senator, would think of a book on economics which gave two chapters to 
international trade and no space to tariffs. The usual treatment of 
wages is here, and it includes allusion to differences in wages but no 
space is given to organized labor and its influence, if any, on wages. 
Although economics is defined as directed at want-satisfaction, the con- 
sumer is practically ignored. Likewise, a description of the failure of 
competition to function does not seem a necessary preliminary to a dis- 
cussion of monopoly prices. 

Perhaps the writer has felt that most of these topics belong properly 
ina book, not of principles, but of problems. The omission of such 
material, however, together with the liberal space given to money and 
credit, and an exhortation on business training suggest that the book 
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Hayes Rufener; Seager; Taussig, and others illustrate the same point. 
Each has his merits. Some rely upon simplicity of statement, some upon 
jiagrams, some upon slight revisions of theory, some add historical 
material to give background, some believe in the compactness of one 
lain, some think two volumes necessary to an adequate description, 
add economic problems as distinct from theory, but in the main 
they possess striking similarity. 

In contrast with these there is a group that shows signs of venturing 
: accustomed paths. Bye in his Principles of Economics is an ex- 
ample. The turn to the left in his case was slight, and his book met with 
some success. Edie in his Economics, Principles and Problems tried to 
stand by the orthodox and incorporate “the new.” As a result he wrote 
, book that is unteachable in the hands of most instructors. Hamilton 
tried another approach in his Current Economic Problems, and the 
charge was made that the book was too philosophical. More recently 
L. C. Marshall with his three volume Industrial Society has ignored 
largely the conventional categories and laid down a challenge for wider 
vistas in approaching economics. Keezer, Cutler, and Garfield a few 
years ago produced Problem Economics. Its most severe critics call it 
an economics of exceptions and addenda. It failed, certainly, to develop 
a synthesis of material, but at least it was fresh, pioneering, although 
incomplete. 

There is far more difference among these latter books than among 
those in the preceding group. In fact it is in their disagreement that 
hope lies. For out of such pioneering, perhaps, we shall find suggestions 
that may make it possible for us to remodel effectively our elementary 
economies; and it is my feeling that such remodeling has to take place if 
we are to make economics real. Of course, many teachers will disagree 
with this statement; and, as Anatole France said, “Who could ever 
terminate the disputes of the flute-players?” 

E. Arxins 

New York University 


Mathematical Introduction to Economics. By Grirritrn C. Evans. 
(New York: McGraw-Hill. 1980. Pp. xi, 177. $3.00.) 
The scope of this book is modestly described by the author as not 
“a voluminous or complete treatise, but a short, unified account of a 
sequence of economic problems by means of a few rather simple mathe- 
matical methods.” It is in textbook form with exercises to test the 
student’s grasp of the principles at the end of each chapter and is de- 
Seed to be available for students of the third or fourth undergraduate 
years. Among the problems discussed are the theory of monopoly, price 
under competition and codperation, variable price, changes in the cost 
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and demand curves, taxation, tariffs, rent, interest, and the rates of ;; not al 
exchange and the equation of exchange. There are also chapters » den al 
utility and marginal utility in which an attempt is made to treat they Iammmake ™ 
subjective phenomena by mathematical symbols, and a chapter in whic, Mth: boo} 
the author elucidates his method of approach. for the 4 
As in works of the classical economists, economics is treated as , 
hypothetical science: certain axioms or postulates are assumed anj Instit 
conclusions deduced. The differentiating feature is that the approach 
is by mathematical symbols rather than by syllogistic reasoning, Po, IMME A Select 
example, in the first chapter it is assumed that “the cost of producing pil 
a quantity of goods in a unit of time depends solely on the amount of the Xil, 
commodity which is produced”; it is assumed that “the amount of goods The « 
which may be purchased in the market in a unit of time depends merely HB Robbin: 
on the price of that commodity”; and finally it is assumed that “ther neysons 
is a single producer and that he is operating with a view to maximum MM o{ Mr. 
profit.” Expressing these assumptions in terms of lines and equations, ‘ntrodu 
and treating the equations by means of algebra and the differential brand 0 
calculus, certain conclusions are arrived at in regard to monopoly out- to salv 
put and monopoly price. By varying the assumptions, different con- sclectio 
clusions are derived. If the conclusions in any case seem at some re ment ¥ 
moves from reality, that is not the fault of the “logical mill” that grinds wasting 
them out, it is the fault of the grist that is put into the hopper. The 
This weakness, however, if it is a weakness, is not peculiarly applicable descrif 
to the mathematical method. It applies to all hypothetical science, money 
It only means that if the science is to be other than “non-Euclidian,” Rietate 
great care must be taken in formulating the assumptions; and the con- portar 
clusions must be constantly checked and verified by observation and and It 
statistics. With this phase of the subject the author has nothing to do. the fir 
He sets down his hypotheses and leaves it to the psychologist, the toms | 
statistician, or to “horse sense” to ascertain their validity. critics 
However, a mathematical treatment has wider possibilities than merely is an | 
to translate economic conclusions into mathematical symbols. It has logica 
possibilities of great fruitfulness. It opens the way to arriving at new not, o 
conclusions and new laws which might well have been overlooked when Th 
proceeding by the more cumbrous syllogistic method. One such con- and 1 
clusion, which I do not recall seeing in any other economic text, is stated and it 
on page 84: “Thus apart from any phenomenon connected with the of lal 
rate of interest, bankruptcy may be regarded as a normal event in 4 “Val 
system of competition.” ply, « 
The only regret that may be expressed in regard to Professor Evans’ inter 
admirable book is that : likely to have so few readers. He is a pro- nane: 
fessor of pure mathematics; and symbols and processes which appear ness) 
simple to him, will strike terror into the hearts of most economists. This Cary 
96 Reviews and New Books [March r 
Jevons, W. S. Jevons, Knight, MacGregor, Marshall, Nicholson, Patten, 
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;; not an indictment of the book ; it is rather an appeal to economists to 
;;jen and deepen their mathematical training in order that they may 
ke more use of a tool so adaptable to their science. It is hoped that 
book under review may go far to remedy this deficiency in training 
r the rising gene ration of economists. 
Puiur G. Wricut 
Institute of Economics 


{Select Bibliography of Modern Economic Theory, 1870—1929. Com- 
piled by Harotp E. Batson. (London: Routledge. 1980. Pp. 
xii, 224, 7s. 6d.) 

The compilation of this bibliography, conceived by Professor Lionel 
Robbins and initiated by Dr. Hugh Dalton, was the work of several 

ns connected with the London School of Economics, though chiefly 
of Mr. Batson. Its purpose, as explained by Professor Robbins in an 
ntroduction, is not “to present a synthetic organon of any particular 
ind of theory,” nor “to provide a minimum list of works indispensable 
salvation in final examinations,” but rather to offer “a catholic 
lection within which the student can read and form his own judg- 
without feeling that in making experiments he is likely to be 
ting his time.” 

The scope of the work, as indicated by the title, does not include 
lescriptive economies nor economic history. Moreover, all works on 
money and banking have been ignored because of a limitation of space 
lictated by “the experimental nature of the undertaking.” Other im- 
portant limitations have been to English, American, German, French, 
and Italian literatures, and in the case of the author bibliographies to 

first four. The work is divided into two parts. In the first, the 
s are Classified according to subject and are accompanied by brief 
cal annotations, which are sometimes amusing. The second part 


logically every contribution, whether book, periodical article, or what 
not, of each author considered important enough for inclusion. 

The subject bibliography includes the following divisions: “The scope 
and method of economic science (mathematical method, nature of capital 
nd income),”’ “Systematic treatises, production (incentive risk, division 
labour, international trade, variation of productivity, population),” 
“Value and distribution (concept of value, determination of value, sup- 
ply, demand, competition and monopoly, functional distribution, wages, 
interest, profits, rent),” “Personal distribution, fluctuation, public fi- 
(taxation, particular taxes, public expenditures, public indebted- 

The author bibliography includes the following names: Cannan, 


Carver, J. B. Clark, J. M. Clark, Davenport, Fetter, Fisher, Flux, H. S. 
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heviews and N€W Hooks L March 


1981] 


Jevons, W. S. Jevons, Knight, MacGregor, Marshall, Nicholson, Patten, 


Pigou, Sidgwick, Taussig, Walker, Young; Amonn, Auspitz, Bauer 


Béhm-Bawerk, Bonn, Bortkiewicz, Brentano, Cassel, Diehl, Dietzel, ie) 

Kleinwichter, Knies, Lexis, Lieben, Liefmann, Menger, Mises, Oppen- 

heimer, Philippovich, Sax, Schumpeter, Spiethoff, Wagner, Wieser, sere 

Zuckerkandl; Aftalion, Colson, Gide, Landry, Lescure, Rist, Walras, the “cen 

It is always difficult to criticize such a work as this because, to “age 
aste 


paradoxical, it is so easy. As a matter of fact, Professor Robbins, in, 7" 
since tne 


disarming paragraph, has anticipated that “no competent economist Will L. fact 
the factc 


go through this book without feeling that some of its inclusions are re 
dundant and some of its exclusions are deplorable,” and he has besoughi 
“criticism and suggestions for future editions.” The reviewer, in th 


values 
ject the 
occupati 
finds its 
liberalisn 
1 


stitutes 1 


random comments which he is able to make in the space at his disposal, 
will try to limit himself to types of objection which he would expect to 
be general. The individual reader will have his own opinion as to the 
wisdom of the general scheme and of the choice of subject heading 
and leading theorists. 

It is hard to see why the systematic treatises of Gide, Sax, Schénberg, 


WOrk. 


socializa:’ 


Nicholson, and even Chapman and some of the recent American textbook 
writers were excluded from a list which includes the works of Cannan, ape 
Seager, Seligman, and Spann; three of the former are deemed worthy desire fo 
of inclusion in the author bibliography, only one of the latter. The lists tion (s 
under special subject-headings do not always indicate expert acquaint i, ‘ ‘s th 
ance with the literature; the reviewer was able to think of a dozen oc Mr. ..3,,, 


more items which he would have considered quite as important as many 
of those included under a topic of special interest to him, profits. The 
author bibliographies cannot be relied upon as either complete or ac 
curate: an inexhaustive checking turned up six articles and four books 
by Carver which are not listed; the dates of the first editions of two a 
Taussig’s earliest books—Protection to Young Industries (1883), and 
The Tariff History of the United States (1888)—are wrong; and his 
well-known International Trade (1927, p. 425) is ignored even under 
that subject-heading. Moreover, titles are not always reliable. 

In general, it may be said that Mr. Batson’s bibliography suffers 


nd he d 
he finer 


from the fact that it was compiled not only under limitations of tim, HRA ,3 jo ; 
funds, and bibliographical resources, but also by a pretty fairly home f the ef 
geneous group of economists. No doubt later editions will show mud tans 


improvement. As the book stands, however, for all its shortcomings, tt 
will prove useful to most students of economic theory, whether for the 


oman | 
ocial in: 
But a: 


0 


avowed or for other purposes. 
Karu W. Bicetov 
University of Buffalo otermin 
onnote 
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cysiale Theorie des Kapitalismus: Theorie der Sozialpolitik. By Ep- 
Hermann. (Tiibingen: Mohr. 1929. Pp. viii, 234. M. 
12.) 

With the coming of so-called modern capitalism, the brief period of 
‘he “democracy” of handicraft and small trade, reflected in the early 
-reed of “revolutionary” liberalism, gave to the working population the 
ste of freedom and independence in industry. This freedom vanished 
jnce the appearance of the Industrial Revolution, when the machine, 
the factory, large-scale enterprise, and, above all, a perverted scale of 

Jues which placed profits above humanity, have collaborated to sub- 
‘ct the labor to the oppressive will of the employer and to reduce his 
occupation to a toil devoid of interest and personality. The new order 
tds its expression in the later variant of conservative, bourgeois 
beralism; but freedom is still implicit and potential within its frame- 
york. The resurrection of this freedom for the laboring multitudes con- 
stitutes the social dynamics of capitalism, culminating in some form of 
socialization. 

This transformation is the slow and painful task of the workers; and 

social evolution of capitalism is preéminently a labor movement. 
The “social idea” of the worth and dignity of labor as well as the intense 
desire for freedom are the driving forces; the social policies and legis- 
lation (Sozialpolitik) are the instrumentalities employed; and socializa- 

nis the almost inevitable outcome. The process is essentially dialectic. 
Freedom is the resultant of a striking disparity between the revolutionary 
liberalism in which capitalism was conceived and the unpleasant realities 
which the present order reveals. There is a Hegelian note in the argu- 
ment, but it is not so strong as to dominate the analysis or obscure it. 
Curiously enough, this book reminds the reader more than once of John 
Dewey’s latest essay on Individualism, Old and New. 

The thesis is presented with a lucidity, an ability, and an intellectual 
iavor which bespeak an author of large stature. Professor Heimann 
as a flair for economic theory; he discerns clearly where it is involved, 
nd he does not run from it. There are fruitful discussions of some of 
he finer points of liberalism, competition, monopoly, and social policy. 
And he introduces interesting although not totally unfamiliar analyses 
ithe effects upon costs, prices, incomes and incidence, produced by the 
rious phases of Sozialpolitik, such as the restriction of child and 
oman labor, scientific management, the length of the working day, 
il insurance, labor monopolies, and arbitration. 

tas far as the central theme is concerned, many a reader is likely 
ocemur. It is not at all clear why the social theory of capitalism is 
‘erminous with the labor movement. The social aspects of capitalism 
onnote a vast universe, and not merely the relations of employer and 
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exclusive claim of a dynamic agency in presen} 

i, dissatisfied worker who, according to the ay. 
lered by modern industry a devitalized cog in thy 
The impact of science and inventions, th. 
ommunication, the progressive growth of th 
y, the effects of advertising and popular amus. 


linkers on social problems, the intellectual ¢. — 
nts. ft > i eves 
nts, to mention but a few, are left out oj Li 
peaks of the “social idea” and of Sozialpoliti: ac 
of the intricate play of agencies that unite ty ree 
social theory of labor, not of capitalism. }; H 
that > asses rorKkers ¢ } en 
| that the masses of workers are not mud . 
tecture, in the dramatic industrial traps. opp’ 
onomic orders; by and large, the immediat: estal 
id and circus are more within the orbit of their crea 
tain, either, that socialization in one form or D 
towards which all creation moves, although ert 
s end; still less are we certain that social- - 
of freedom, as Professor Heimann himse¢! 
Ope 
s, this is a substantial book presenting stim 
analyses. It can be recommended alike to 
problems, and social syntheses. 19 
M. M. Pain 
NEW BOOKS 
-cantilism: Gerénimo de Uztariz—economist io 
1930. Pp. ix, 193.) in | 
stomed to look to Spain for guidance either in des 
omic history, our attention is arrested by any ii 
these subjects from a Spanish source. The 
xposition of the Theory and Practice of Con- ma 
irs by Uztariz, published in Madrid in 1724 ani bee 
in 1751 and later into other languages. It has Gon: 
| treatise on Spanish policy than as a theoretical 19 
[t throws a good deal of light upon conditions in Hj Gros 
w to our knowledge of mercantilism. ta 
ly and of military and administrative exper: § 
traveled extensively abroad and was much it Py 
and policies in France, Holland, and Eng Sj Ha: 
vas a follower of Colbert in so far as he held tic 
rable balance of trade, emphasized manufactures Hi Has 
cted agriculture, and laid stress upon the iy 
Many of the judgments and analyses sr \ 
of 
t n. G 
the inflow of gold and silver from Americs Hi Ha 
Reviews ar 
eviews and New Books [Marc 


lurch die Grenenutcentheorie. (leinzie and 


Marc fam 931 | General Works, Theory and Its History 99 


resent raised prices in Spain and made it difficult for Spain to compete with 
he , other countries. His plan was to keep the precious gold and silver by 
ay 


oreating a favorable balance of trade. The central] part of his error was 


, failure to understand even the simplest aspects of the quantity theory 
ns, the of money. We note that Uztdriz emphasized, however, the domestic manu- 
Of the facture of goods in competition with foreign wares, and not the mere pos- 
muse. eession of bullion. He believed in the protection of well-developed, not 
al cl nfant, industries, because the incoming of foreign wares put before the 

7 eves of artisans models of excellence for them to follow. He had an 
md inkling of the cost of production theory in so far as he saw that goods 
olitik; manufactured in cities, where living was high, cost more than those made 


ute elsewhere. 
m. Ii Having in mind the crises of 1720 in Paris and London and the sad 
; turning round the Mississippi and South Sea Companies, he was 


‘a yposed to the establishment of trading companies on the model of the 
tran \utch East India Company. Agents or consuls he thought should be 
ediate established in foreign cities to help Spanish trade. He advocated the 
their creation of academies to assist the growth of both culture and trade. 
rm or Dr. Castillo has told the story of the life and work of a second-rate 
hous! mereantilist in a straightforward and unpretentious manner. Unques- 
as a tionably the tale is long drawn out, especially in view of the fact that it 
: is not born in the fullness of knowledge of either Spanish history or 
Spanish economics. 
N.S. B. Gras 
stim 
ike tOMMECoorey, C. H. Sociological theory and social research. (New York: Holt. 
1930. Pp. xiii, 345. $3.) 
Fancuitp, F, R. and Compron, R. T. Economic problems: a book of 
lected readings. Rev. ed. (New York: Macmillan. 1930. Pp. xiii, 
93. $3.25.) 
The first edition of this book was published in 1928. In this first revi- 
omist sion no change has been made in the general plan. The revision consists 
in substituting for selections no longer of special current interest others 
rer in dealing with problems of the immediate present, as well as in deleting cer- 
y any tain sections which experience has shown could be replaced by topics of 
Th greater usefulness. Thus more than half of the volume represents new 
Com- naterial not contained in the first edition; and the size of the book has 
4 and been substantially increased. 
t has HB Gonnarn, R. Histoire des doctrines économiques. (Paris: Librairie Valois. 


etical 1930. Pp. viii, 709.) 
ns in Gross, G. A, Die wirtschaftstheoretischen Grundlagen des “Modernen Kapi- 
falismus” von Sombart. Eine kritische Untersuchung vom Standpunkt einer 


cperi- sozialindividualistischen Wirtschaftsauffassung. (Jena: Fischer. 1930. 

h im Pp. viii, 159. Rmk. 7.50.) 

Eng Har, K.D. Social laws: a study of the validity of sociological generaliza- 

held ‘tons. (Chapel Hill: Univ. of North Carolina Press. Pp. 268. $4.) 

tures Haske LL, G. D. and Tayxor, R. E. Questions and problems in economics. 

n the lo accompany Farircnitp, Furniss and Buck, Elementary economics, 

3 are Vols I and II, rev. ed. Rev. ed. (New York: Macmillan. 1930. Pp. ix, 
99. 75e.) 

erica Havor, E, 


Die dkonomische Zurechnung. Darstellung der Lésung des 
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xiv. 819.) of 
veit der Volkswirtschaft in den dlteren deutsche, Pa 
jena: Fischer. 1930. Pp. xxii, 354. Rmk, 15.) of ins 
yvityaNov, K. Outline of political economy. (Ney the p 
Publishers. Pp. xi, 546. $3.25.) consi 
lity and fine pedagogical dexterity, this book js speci 

r in Soviet Russia and among radicals everywhere. and 1 
tion it resembles our own textbooks of economics: butio 
value, surplus-value, wages, profits, interest, anj point 
es, except for the last chapters, which discuss the our F 

f capitalism and the certain triumph of socialism, Pa 
ited from three viewpoints. First comes a faithfy) a 
theory, with some of the contradictions ironed out, and | 

ns here and there. Then follows an exposition of ness 
:pitalism, with vehemence occasionally, but with logic 
There are no hysterical exclamation marks, In 


painted quite black, especially the plight of the — 


y in the United States. Third, an interesting be 
h connection of the problems and ideals of the _ 
nt is stressed that as yet Russia does not present prob 
der, but rather a confluence of several economic = 
enterprise, private capitalists, the codperatives, _ 
i more or less primitive farming. The conse- in 
ristically socialistic and capitalistic phenomens 
in constant commingling and in mutual modi- 
the conservative economist, the weaknesses of ‘og 
well-known flaws of Marx’s theories; from the pals, 
the vitality, the adaptability, and the promise we 
tubborn insistence that all the shortcomings om 
the circumstance that it is a transition stag : 
eval 


iety. Rev. and enl. ed. Parts 1-3. (Chi 
Press. 1929, 1929, 1930. Pp. 268, 269-945, 


de upon the original one volume edition of 
two fold: first, the selection of fairly com- 
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given to pre -historic economic existence, the main body of this volume 
ioalg with medieval economic institutions. Probably many would prefer 
4 lesser ‘cantl upon the medieval order. The quantitative minded 
teacher would doubtless prefer to have had some further cognizance taken 
type of fluctuations—secular, secondary, cyclical, seasonal, etc. 

Part I1, Production in the Modern Order, furnishes a particular form 
of institutional approach to production problems. The difference between 
the physical and the cultural resources of modern society is developed in 
considerable detail, and the technological content of cultural resources in 
special detail. Labor is treated primarily from the welfare point of view, 
and relatively little emphasis is placed upon a systematic theory of distri- 
bution with special reference to the wage share. From a textbook stand- 
point, the work should accomplish the goal of enabling the student “‘to see 
our producing activities as a codrdinated whole.” 

Part III, The Coérdination of Specialists through the Market, covers 
ground which usually appears under the more conventional titles of value 
snd distribution. The readings would tend to give the student an aware- 
ness of the many problems of these fields rather than a unified, rigid, 
logical theory of the orthodox type. 

In general, the three volumes serve as a vehicle for expression of Pro- 
fessor Marshall’s positive philosophy of what an introductory course in 
economics ought to accomplish. The student who follows through this 
material will be likely to have a keen sense of what the major economic 
problems are, a grasp of the broader meaning of economic processes, a 
notion of the flaws and defects of the economic order as well as of its 
.complishments, and an appreciation of the social as contrasted with the 
acquisitive point of view in economic studies. 

Lionet D. Epiz 


5, E. A. Principles of sociology. 1st rev. (New York and London: 
Century. 1930. Pp. xix, 592. $4.) 


uz, A. Macht und Wirtschaftsgesetz. Ein Beitrag zur Erkenntnis des 


Wesens der kapitalistischen Wirtschaftsverfassung. (Leipzig and Ber- 
lin: Teubner. 19380. Pp. 246. M. 12.) 

This contribution to the analysis of the capitalistic order of society 

valuates the factor “power” in the economic equilibrium. “‘Power’’ is 
defined by Max Weber as “every chance to enforce one’s own will even 
inst opposition in the community.” 
“The validity of ‘economic laws” when confronted with power, either in 
e form of “public laws” or “private monopoly,” is scrutinized. The 
lations of worker to entrepreneur, consumer to cartel, government to tax- 
payer and others are analyzed from this point of view. 

Rosert WEIDENHAMMER 


+} 
ui 
i 


‘1cnetT1, G. Produzione della ricchezza e ripartizione del reddito nelle 
inprese. (Rome: Angelo Signorelli. 1930. Pp. vii, 276.) 

The author tries to replace the traditional fourfold scheme of interest, 
rent, wages and profits by a simpler and more logical scheme. In about 
atl td of the book’s space he examines the productive process and the 
‘actors that enter into it. The distinction between capital and land, dis- 
cussed with reference both to historical changes and to the reasoning 
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of modern « ts, he rejects entirely. The concepts of increas; 


returns and ng returns lead nowhere. Agriculture and indust; 
are subject | laws, but these are the law of definite proportio, 
and the law of saturation. 

Coming to distribution, he first discusses the fallaciousness of 4 
Ricardian a of rent. An examination of wages brings him to 
conclusion that ductive labor is of the same nature, and that , 
valid disting n be made in the basis of its remuneration—, Posi 
tion, like that o1 nt, of which he will afterwards make important y» Iu 
Interest is t rn for capital, appearing whenever money is len readers 
irrespective t purpose for which it is intended, uniform jp the con 
rate at a gi r place (except for premiums for risk) and ym this mz 
peculiarly related to the productive process as such. 

With wag rest thus broadly defined, he is ready for }; 
principal dis He examines profits as a specific return, Yd DMBART, 
only becauss irs have done so, whose views he now classifemmm Lelire 
and scrutiniz ne view connects profit with capital (not with lanj 1900. 
but fails to dist sh that a part of the entrepreneur’s return coma Soml 
from his capita a second part comes from his ideas and activiticc{—M three o 
Another view « it with risk. The risks of industry, our anth in the | 
declares, hows vith doubtful cogency), are best considered to le wissen 
phenomenon of stributive process, not of the productive process directiz 
Ie discusses H urgument, commenting that assumption of risk econom 
is not a funct liar to the entrepreneur: if the enterprise fails, As | 
all the workn vhom the entrepreneur is one—and all the lenders directit 
of capital—of mm the entrepreneur may be the most important—ar e ] 
involved. The reneur as such assumes no risk—one cannot regar} that t} 
as his risk t lity that he may not secure a residual gain w- n 
connected witl 11 function. 

Economists v t profit with labor (Davenport, Taussig) stand factor) 
on securer gr [he author holds that the entrepreneur’s work is 7 
subject to the ws as that of all hired folk—then why call g 
remuneration } t? Lehefeldt’s argument that investors, through choice recogn 
of investments, « entrepreneur ability and secure a corresponding unders 
reward, he rules n sundry grounds. Walker’s analogy between proitiii insid 
and Ricardian 1 e discards, because such rent is a residual retum pends 
and the whole | lian theory not acceptable, and because profit is Eco 
subject to the as wages which Walker does not explain br fited 
a rent analogy; besides, Walker’s theory would hardly have suggestel MM Si 
itself to him ix lay of the modern corporation. Clark’s view als moder 
he finds unconvi: He cannot see how, when dynamic changes ar Ration 
introduced into 1 state, a specific return for the entrepreneur experi 
arises. Schumpet not dissimilar account is only less unsatisfactory. chang 

In fine, no « t's analysis of profit reveals a specific return for homer 
the entreprene Most authors exaggerate his service, attaching 1 lak 
him an importan h belongs to the enterprise itself. They seem t 
think that no o1 1 conduct an enterprise except for a special and 
characteristic gain. 7 entrepreneur looks important merely because be 
distributes the ll concerned. Actually he is only one who 
has invested his hers’ capital in an enterprise which he directs 
He may be a cap! f industry, taking a part of his reward, as Taussig 
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»hasizes, in his sense of power, of command. But quite as strictly he 
»ay be a person of humble station, who derives a corresponding satisfac- 
» from the freedom of action which independence of employer control 

es him. A mixed return the entrepreneur doubtless usually enjoys, 
sot he does not enjoy a specific return. 

\Many economists are passed in review in the course of the book— 
French, German, Italian, British, American—but those referred to above 
Jiystrate, if they do not always carry, the main argument. To many 
readers the book’s reasoning will seem over-simplified, doing violence to 
the complexity of the forces about them. But it merits a reading, and 
- may be taken as a word of commendation. 

Rosert F. Foerster 


ysart, W. Die drei Nationaldkonomien, Geschichte und System der 
Lehre von der Wirtschaft. (Munich and Leipzig: Duncker and Humblot. 
Pp. xii, 352. M. 15.) 
Sombart traces the opinions of various writers on economic matters to 
three origins, the first of which lies in the field of metaphysics, the second 
he field of the natural sciences, and the third in the field of “Geistes- 
wissenschaft.” These three schools of thought are represented by the 
jirecting, by the classifying or comprehending, and by the understanding 
nomist. 
is long as the investigator emphasizes the “just” and the “right” as the 
directing forees of life, and as long as thinking is guided by a great pur- 
lying not within but without the sphere of economics, it is evident 
e directing economist devotes his time to metaphysics, even though 
nsiders economics a science. 
classifying investigator adopts methods of research which are satis- 
y in the field of the natural sciences. He groups and compares quan- 
which are measurable. He comprehends economic phenomena as 
is they are measurable, thus observing only from the outside. He 
mizes parts only, but, of course, does not understand the whole; 
nlerstanding must proceed from the essential to the superficial, from the 
to the outside. It is clear, therefore, that this understanding de- 
is upon methods different from those applied in the natural sciences. 
nomics as a science of understanding economic phenomena has bene- 
i greatly from the development of better methods of understanding. 
the time of Giambattista Vico, whom Sombart calls the father of 
em “Geisteswissenschaft” (see Vico’s De Nostri Temporis Studiorum 
Katione, 1709), the development of understanding has passed through an 
ental, a critical, and a constructive period. In economics the 
‘nge in methods of understanding has taught us to study economic phe- 
ia in their position within a system of thought which we have 
rated. Within the capitalistic system, for example, we can under- 
stand the essence of the relationship between employer and employee as 
nas we know the meaning of capitalism. An individual contract has a 
definite meaning within the system of capitalism. We understand 
working man and every entrepreneur who acts according to the 
pirit of capitalism. 
ls this modern approach to understanding not evidenced in American 
viorism? According to Sombart, behaviorism applies to only the well- 
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known classif methods which do not lead to understanding Ce or fur 
vinced that ec: ics is a science but not an art, a science but not hrogres 
natural scie1 Sombart insists that we apply methods differing fr As fe 
those used in natural sciences; it is only through this approach {i “7 
economics will t s place as a modern science. dhe 
Kurt A. Sepmei: ustom 
Spanr. W. E. Qu ns and problems to accompany Ely’s Outline; , : 
economics. 5t New York: Macmillan. Pp. 85. 70c.) Sia 
Spirnito, U. La critica della economia liberale. (Milan: Fratelli Tree 
1930. Pp. 22 peonom 
WEsTPHALEN, | \ Die theoretischen Grundlagen der Sozial politi ave le 
Deutsche B zur Wirtschafts und Gesellschaftslehre, Band 4 ight 
(Jena: Fischer. 1930. Pp. vii, 196. Rmk. 11.50.) ad 
pre str 
nvolve 
Economic History and Geography _—" 
wo ge 
The World’s I c Dilemma, By Ernest M. Patterson. (Ne and by 
York: McG: Hill. 1930. Pp. vii, 823. $3.50.) uthor 
Dr. Patterso1 takes stock of the general economic situatiogmm® 
prevailing throu; t the world. After considering fundament| tional 


phenomena, su e of population, large-scale production, worl 


markets, and pri mnomy, he outlines the economic difficulties ¢ 


empha 


several leading cou s. Throughout he shows the operation, ani 
absence of opera , of familiar economic theories, such as that o 
diminishing return The contrast is shown between a political order shoul 
which is still pr ly nationalistic and an economic order which iM mtern 


essentially world nd here the dilemma is indicated. are in 


The book is s ting is several ways. For one thing, as mentione 


above, it calls fox cal reéxamination of certain economic concept “ 
which many sch hought have come to call principles or even lav Amer 
One might suppose, example, that the ideal of geographic division ( 
of labor could not be challenged. But Dr. Patterson (p. 186) refers Th 
to “Lardner’s t squares” as discussed by Alfred Marshal: 
it may be true ce “the area of a circle varies as the square (My 4: 
its radius,” incr | transport efficiency may multiply the benefits (Mo: » 
such division of lal but without such developments in transport, dis Hi 4:5). 
tance may offset efits. Indeed, one is reminded of the fact that oe 
various economic t may have been the product of, or may operat 
only under, given conditions of time and place. So far as the solution ta youn 
of the “dilemma” a1 erned, it might be argued that the ones sug yoo, 
gested are not new, ! ire they entirely available to governments. Bul 17,,;; 
this is really the t. If certain methods are already being usdi 14 
though inadequat f certain forces are in operation, though insut- 
ciently, what could ore practicable than to find in them possibilitio Hi |,1, 
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Color further development? It is in this way that the world gradually 
not sooresses, especially if the forces are natural ones. 
5 fro i for the purposes and general viewpoint of the book, with its appeal 
h tu. more thorough consideration of the subject as a whole than was 
aa ystomary in earlier ‘years, the reviewer is in hearty accord, having 
ndertaken an organization of the field in a book on the subject of 
ner fim.{crnational economic relations. Dr. Patterson well states, in speaking 
’ »f the problems of international affairs, that “so many of them are 
oo sonomic while those entrusted with the conduct of public affairs . . . 
solitimmave lacked economic training. Economists without political training 
nd (might have done worse. There certainly has been a crying need for a 
lond of the two. . . . When we turn to the literature in the field we 
sre struck with the lack of any broad treatment of many of the issues 
fnvolved. ‘There are many volumes appearing . . . but they fall into 
general groups. The first are written by historians, by journalists, 
(Nelimmand by political scientists and reflect the specialized interests of their 


thors. Some treat current events in a most valuable manner, but with 


aiid minimum of background. Others present the principles of interna- 
entammtional law and of politics. The works of the historians are apt to place 


world phasis upon political matters and even when economic considerations 
introduced they are not always presented with enough of the eco- 
omic principles involved to make the treatment adequate.” 

Dr. Patterson’s book is written in a clear and readable style. It 
should be of interest to economists, to all who are special students of 
international problems and policies, and to many general readers who 
are interested in world affairs. 


es of 


and 


Joun Donapson 
George Washington University 


American Industry and Commerce. By Epwarp D. Duranp. (Boston: 
Ginn. 1930. Pp. xviii, 653. $4.00.) 
This work is a contribution of first-rate importance to the literature 
of economic history. It illustrates the value and appropriateness of 
statistics as a means of describing and interpreting history, but does 


‘SCHR not neglect the influence of race heredity in the development of the na- 
a oe, once and politically as well as economically. Dr. Durand knows 

: he size and difficulty of the task he has undertaken, but he has not tried 
oy ‘o make it easier by limiting its scope. Rather the reverse, since he an- 
i: nounces at the very beginning that he aims to give, not merely the facts 
~ regarding the wealth, industry, commerce, and economic history of the 
sed United States, but to reveal “the basic causes of American prosperity 


: and progress and to sketch the more important of those proximate and 
terivative forces for efficiency into which these underlying factors trans- 
ate themselves” (p. ix). 
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The several tasks described might well daunt the courage of an eco- 
nomic Hercules or stagger the imagination of a statistical Einstein 
Upon reading this prospectus by the author, the reviewer was filled 
with forebodings inspired by the all too familiar failures of ambitiog; 
authors to redeem prefatory promises. These forebodings did no 
diminish with the perusal of the introduction, in which the author treai; 
with much seriousness some rather severe though trivial animadversion; 
which certain foreign and domestic writers delight to utter regarding 
American industrial organization, mechanized mass production, pre 
carious prosperity, and crude culture. In this chapter and at interval); 
throughout the | , the author writes as an apologist and defender, 
rather than as a1 vartial statistical-economic historian seeking to 
present facts as t ire and interpretations as they may be necessary, 

These forebodings e speedily dissipated by a perusal of the book 
itself, which is packed with live and fascinating statistics presented jn 
understandable, readable, and lucid language. The large promise » 
boldly given in the | nning is made good so far as statistics expounde 
with knowledge and insight can make it good. Many readers may dis 
agree with some of Dr. Durand’s conclusions and some with many, but 
most will agree that he has done a meritorious piece of work in compac- 
ing between the covers of one book so much important information s 
intelligently treated. The task of merely assembling the statistical 
materials was prodigious. The author has selected his statistical rav 
materials carefully and has worked up and arranged his finished products 
to tell a consistent story of economic and social progress. The quantity 
of statistical material presented without making the book read like a 
census report is a tril to the statistical and literary ability of the 
author. 

Dr. Durand first npares national incomes and standards of living 
in the United States with those in other industrial countries. Afte 
giving a rapid summary of the economic progress of the United State 
he plunges into the discussion of the primary and secondary factor 
which have contril | to our economic progress. He then treats th 
multifarious industries and occupations of the American people unde 
four major group headings: agriculture; mining and quarrying: mant 
factures; transpo1 yn and communication. At the end he gives al 
illuminating chapter on foreign trade. 

An unsympathet c might sum this up in a cold statement ths 
nothing original o1 n statistically new is presented. Such a state 
ment would be superficially true but fundamentally false. It is, 0 
course, true that Dr. Durand has made use of statistical-economic fac! 
and conclusions published by governmental and reliable private agen¢# 
which are available to everybody. The result is an original and highl 
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ful work. The originality in his work consists in bringing together 
-om many diverse sources a vast array of statistical facts of varying 
} ovees of exactness, and subjecting them to critical analysis and inter- 
) ,tion. One chief merit of his book, in the reviewer’s opinion, is the 
absence of highly ingenious, complicated, and difficult mathematico- 
satistical refinements which show forth the erudition of the compiler, 

+ ohscure rather than illuminate the series treated. 

Dr. Durand’s book should be judged primarily as a work on economic 
‘terpretation and economic philosophy. In the midst of the prevailing 
vorld-wide depression he might probably be denounced as a Pollyanna 
Prophet of Prosperity by many workers, if they should chance to read, 
“For the first time in history man has reached a height whence he can 

ly see ahead the Promised Land. From the material standpoint at 

|, the Utopia of the philosophers and the romancers seems no longer 
ogether idle dream” (p. xvi). 


To the hundreds of thousands keenly suffering at the present time, 
ua the Promised Land seems a very distant, mythical realm. The Utopias 
| ‘the philosophers seem just as unreal and unrealizable today as they 
. i before mass production was invented. It does seem that increasing 
«fg e amount and speed of production does not and cannot bring us any 
ofa corer to universal and uninterrupted prosperity so long as production 
val s determined and dominated by ruthlessly competing enterprisers seek- 
al z blindly for individual profits. Probably many will challenge the au- 
ig thor’s conclusion that “the real prosperity and progress of the country 
‘by nd the real well-being of the people . . . do constitute strong arguments 
| n support of the general soundness of American economic and political 
tutions and policies. They do put the burden of proof on any group 

t seeks change in the basic principles and practices” (p. xvii). 
\inly it would seem that economic and political changes truly 
* in character are needed to assure and insure employers and 
rs alike against the recurrence of disastrous booms and destructive 
shes in business with accompanying overemployment and unemploy- 
Dr. Durand would probably reply that he does not regard such 
nges as basic and that he is wholly in favor of stabilizing business 
‘employment if practicable means for so doing can be discovered. No 
rastic or revolutionary changes in the existing political and economic 


systems are necessary to smooth out the ups and downs of business and 
oyment. 


s book is well adapted as a reference work and as collateral read- 
n college courses in economics. 
Royat MEEKER 
New Haven, Connecticut 
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1981] 
Economic History of Europe, 1760-1930. By Artuur Brent, (Nex histori 
York: Dial Press. 1930. Pp. xi, 289. $4.00.) am 
we are 
This admirable sketch of the economic history of Europe brings fo. HNN human 
ward a number of new interests and states with felicity the most Common ME weaker 
interpretation of the period covered. The text is evenly divided betwee, except 
the description of institutional changes and the discussion of socig| _— 
problems and policies. The general changes are described as “reyoly. MMM well-be 
tions” in industry, agriculture, transport, commerce, and commercia MMMM ress” ( 
policy. There is s apology for the use of the term “revolution”; by; The 
it is defended on the ground that the changes were comprehensive and fim they d 
far-reaching, though spread over a long period. The text reveals th Mam with a 
strength and weakness of this interpretation; the exposition gives uy Mim tory is 
sharp antitheses between conditions at the beginning and end of th must a 
period; but the: no sustained description of the processes by which superfi 
these changes ca pout Herein lies the real danger of thinking iD of wea 
terms of “revolutions”: there is this temptation to conclude that thei sented 
task of the histo is finished when the “revolution” has been thus MM the me 
described. A useful device for popular exposition consequently tend: fil essenti 
to distract attention from the analysis of the processes of history, al- MMMistic g 
though the study of se processes is really more important than bare MMM criticis 
description of the final results. 
There is also in these chapters a comparative neglect of economic Har 
geography. One hesitates to criticize when the limitations of space ar 
so severe; but no one who appreciated the geographic factors in Eng- MA His 
land’s position would say that “political factors” made her the country G 
in which the Industrial Revolution was first felt. One must overlook al 
a considerable array of geographic factors in respect of commerce 4s §, 
well as of industry to reach such a judgment. Eng 
The eight chapters on problems, reforms, and social policies are the MMM cant} 
more substantial contribution of the volume. The underlying point of)... 
view is fresh and stimulating; each of the topics is presented as a prob nomic 
lem in constructive social policy, with sufficient documentation to afford of ih, 
an excellent basis for discussion. These chapters are, however, intense) HMMM thoso | 
characteristic of the tendencies dominant in economic history at thi pefore 
moment. There is a keen consciousness of the significance of the long repeal 
standing controversy between conservative and radical points of vier HIM volume 
represented somewhat imperfectly by economists and socialists. The The 
author clearly s ithizes with the radical criticism, though @PHRR.<+,, 
parently he is not , to accept the socialistic doctrines in their HMM coreg 
tirety. consur 
The discussion it text rests upon common misconceptions of his produ 
tory and of theory. The problems in the history of social policy need gives | 


not be discussed here, we cannot properly omit all reference to te tion a 
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,istorical problems. “Every upward movement of economic progress,” 
xe are told, “has been accompanied by greater social inequality, and the 


MEE human race has paid for its increase in material comfort by a certain 
on MEE weakening of the social sympathies. ‘The Industrial Revolution is no 
on HEE exception to this general law. . . . It made a few rich, but it made many 
«| MME poor. It increased national wealth, but it diminished national 
lu- well-being. It promoted material prosperity, but it arrested social prog- 


al ress” (p. 106). 
vut These views are no doubt widely held; but it should be recognized that 


nj ME they do not rest upon verified historical data, nor are they consistent 
the EE with a critical interpretation of material now available. If economic his- 
us MEE tory is to serve as a helpful basis for the discussion of social problems, it 


the ME must achieve something better than plausible generalizations based upon 
ich Hm superficial description of a few conspicuous events. For these elements 
- in MMB of weakness the author can scarcely be held responsible. He has pre- 
the sented current views with vigor and skill; but it must be confessed that 
hus MME the merits of his exposition merely serve the more clearly to reveal the 
nds MME essential weakness of modern eclecticism which absorbs so many social- 
al- MB istic generalizations with so little regard to their relation to historical 
aré Me criticism and the verifiable data on the problems of social evolution. 
Payson UsHER 

mi Harvard University 


ing- fe 4 History of the English Corn Laws from 1660-1846. By Donan 


atry Grove Barnes. London School of Economics, studies in economic 
look and social history. (New York: Crofts. 1930. Pp. xv, 836. 
$5.00.) 


English history is crowded with references to the Corn laws. Mer- 


the MMB cantilistic in nature, possessed of many variations and implications, they 

t of been frequently stressed by students of social, political and eco- 
tob- HME nomic history. And yet until the appearance in 1915 of The Evolution 
. of the English Corn Market by Dr. Gras, no scholarly treatment of 
1sely 


these laws existed. Gras, moreover, limited his research to the period 
the before 1700. To complete the narrative and to bring it down to the 
repeal of these laws in 1846 became Dr. Barnes’ object in writing this 


volume. 


the author begins his narrative with a suggestive account of the 
ap 
Restoration corn law policy. Seventeenth century measures were not con- 
r 


cerned in general either with an internal trade or with the needs of the 
consumer; rather do they stress the export trade and the réle of the 
producer. This is well illustrated by the careful attention the author 
gives to the protective devices, the “removal of restrictions on exporta- 
tion and finally by a bounty on exportations.” Indeed, the theme of 
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the second and third chapters is that which deals with the Bounty acts 
of 1673 and 1689. According to Dr. Barnes, these laws stimulated 
domestic production, created a surplus for a profitable export trade, 
and served a useful purpose until 1765, when exports dwindled and , 
new industrial England offered a market which gradually supplanted 
that abroad. Even then it was not until 1815 that any vital change 
in principle was made in the Changes in detail were made 
by the Acts of 1773, 1791 and 1804, but the body of the law was left 
intact. It is of interest to note, however, that though these acts failed 
ie to well known economic, political and inter- 
reshadowed a distinct change of attitude on the 
part of the landed classes. This new attitude was clearly expressed 
in the acts of 1814 and 1815—clear instances of class legislation. In 
the face of evident disapproval, the landed interests, according to Dr. 
Barnes, forced the nation into a protective Corn law policy; a policy 
moreover which broke with the past by stressing importation rather 
than exportation, producer rather than consumer. Availing themselves 
of their political pow these self-interested legislators hoped to keep 
rents and corn prices high, but in so doing gained the ill will of the 
town laborer, annuitant and manufacturer. 

From this time on a mighty contest was waged within and without 
During the 1820’s the agitation was intense and all of 
1 at a later date against the Corn laws were 
then placed before the And though other matters brought 
about a decline in interest from 1828 to 1888, the issue was by no means 
dead. With the formation of the Anti-Corn Law League a fierce and 
determined attack was made by those interested in cheap and abundant 
ke Cobden and Peel, the movement for repeal gained 


Corn laws. 


or did not function di 


national factors, they 


Parliament. 
the arguments advance 
nation. 


corn. Led by men li 
ground and was completely victorious in 1846. 
This rough résumé of the contents of this volume does not do credit 


»se chapters devoted to the period before 1898 
nportant and interesting facts, and from these 
gestive interpretations and conclusions. Those 
law of 1815 and to the agitation of the 1820's 
are well worthy of careful reading. In many ways they represent Dr. 
Barnes at his best. Particularly noticeable is the nice balancing of 
the arguments for and against a free trade in corn. 

In general, these views and conclusions are well documented. Proof, 
however, seems to be wanting for his statement that the middle class 
educated the laboring element to feel that “there was no hope for cheap 
bread until a reform of Parliament took the power out of the hands 
of the Landlords” (p. 203). The Reform Bill of 1832 did this in part, 
and yet there was no immediate move for a drastic change in the Com 
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vy, Again, is it not an exaggeration to state that the law of 1815 
bs nacted “in the face of the overwhelming (italics, mine) disapproval 
¢ the nation” (p. 151)? Further, to hold that “very little grain” 
" imported from 1805 to 1813, except in 1809 and 1810, is to deny 
e import of the other years which totally exceeded that for 1809 
nd 1810 (p. 92).” 
These criticisms should not, however, detract from the inherent merits 
‘this volume which distinctly aims to reflect public opinion and to 
jetermine what social forces and classes favored or opposed each law. 
Moreover, it is the Corn law and not the corn trade which has been the 
bject of research. Conclusions and opinions have been presented by 
Dr. Barnes in an honest and straightforward fashion. Personal views, 
rally, are left for the final chapter, and the author strives to give 
in orderly account as he sees it. Orderly it most certainly is, but the 
reviewer wonders if some of the detail might not have been left out. 
The volume is too annalistic and at times becomes lifeless by constant 
‘ts or condensations from Hansard or some other authority. 
Dr. Barnes has based most of his findings upon pamphlet material— 
ver 800 titles appear in the bibliography alone—upon Hansard, the 
Journals of the Houses of Parliament, and well selected Parliamentary 


papers. The labor required to have exhausted this material must have 


1 


ben enormous. Many of the more important periodicals of the time 
we cited, as well as the Place Collection of newspaper clippings pre- 
served at the British Museum, although one finds no mention of the 
Farmers Magazine, the Agricultural Magazine, Monthly Magazine and 
Bri‘ish Review. Manuscript sources, chiefly those at the British Mu- 
scum, are ably used. It may be that an examination of the Board of 
Trade, Privy Council and Board of Agriculture Papers would have 
added to the merits of this volume. Among secondary authorities, one 
notes the writings of Gras, Smart, Nicholson, Lord Ernle and others, 
a of which seem to have been read and studied diligently. The re- 
ewer feels that a critical note in respect to these writings would have 
iped, that the index might have been improved and that Appendix E 
ight have an authority cited. In the main, however, Dr. Barnes has 
Written a volume of decided value and merit, and has kept closely to 
his objective of emphasizing public opinion. Students of English his- 
tory have now a complete narrative of the Corn laws from 1660 to 1846. 
W. F. Garin 


Syracuse University 


‘Parliamentary Paper, 1825, no. 227. 

*A reference to the Farmers Magazine appears on page 98. 

"Volume II of H. Atton and H. H. Holland, The King’s Customs (1908-1910), 
suggestive material on the Corn laws. 
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Auten, G. C. Th lustrial development of Birmingham and the Black Unive 
Country, 1860-1927 London: Allen & Unwin. 1929. Pp. XXiii, 479, 
25s.) DARLIN! 
Anpréapis, A. Philip Snowden: the man and his financial policy. Trays villag 
lated by D. Botton London: P. S. King. Pp. 110. 65s.) In 
Anpréapis, A. Philippe Snowden: Vhomme et sa politique financier, write 
(Paris: Alcan.) litera’ 
Anpreg, K. T., and others. Geographie des Welthandels: eine wirtschafty. summ 
geographische Erdbeschreibung. 4th ed. (Vienna: Seidel. 1990, Pp, societ 
692.) Th 
Bocart, E. L. Economic history of the American people. (New Yor: Punji 
Longmans Green. 1930. Pp. xii, 797. $3.50.) land] 
Bowery, A. L. Some economic consequences of the Great War. (London: wanil 
Thornton Butterworth. Pp. 251. 2s. 6d.) will | 
Burns, E. fussia’s productive system. (New York: Dutton. Pp. 288, peres 
$4.) next 
Byrne, E. H. Genoese shipping in the twelfth and thirteenth centuries, is als 
(Cambridge, Mass.: Mediaeval Academy of America. 1930. Pp. ix, 159, _— 
$2.75.) tons 
In this study we find a good deal of information concerning the cor- is mo 
struction and operation of ships in Genoa. The most common method of living 
providing the necessary capital was by means of partnerships, the partnes oe 
owning transferable shares. In order to operate a ship effectively the Es 
partners or shareholders might entrust their shares to one person who oo 
could raise money on these shares for making repairs, paying wages, and and ' 
so on. While treatises on medieval shipping have hitherto dealt with the phasi 
legal side of shipping, this book is primarily concerned with the business betw 
aspects. the 
The author deals with types and size of ships, construction, contracts a 
for cargo, ships’ scribes, and privateering, besides ownership by means of i; ” 
shares. He points out that the smaller contracts were commonly quite + 
informal, while the more important ones were set down in the notaries’ is al: 
records. Examples of notaries’ acts are found on pages 70-159, covering 
the period 1200-1291. These documents are critically edited with all the 
important irregularities reproduced for the benefit of the student. In Das, R 
reading this book we observe the results of ripe scholarship and prolonged Pp. 
study in the field of Genoese commercial history. Davis, 
N. S. B. Gras _ tury 
Carman, H. J. Social and economic history of the United States. I, From Yor! 
handicraft to factory, 1500-1820. (Boston: Heath. 19380. Pp. xii, 616. oe 
$4.) 
Carson, W. J., editor. The coming of industry to the South. Annals, vol. toa 
153. (Philadelphia: American Acad. of Pol. and Soc. Science. 1931. Donat 
Pp. 206. $2.) ey, 
Core, G. D.H. The life of Robert Owen. 2nd ed. (New York and Lor- Mic 
don: Macmillan. Pp. 350. 12s. 6d.) P 
Coornarrt, E. Un centre industriel d‘autrefois. La draperie-sayettert 
d’Hondschoote. (Paris: Les Presses Universitaires. 1930. Pp. xxx, “9 


520.) 
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L’industrie de la laine 4 Bergues-Saint-Winoc. 
Universitaires. 1930. Pp. 112.) 


(Paris: Les Presses 


Daruine, M. L. Rusticus loquitur: the old light and the new in the Punjab 
village. (New York: Oxford Univ. Press. 1930. Pp. xiv, 400. $6.) 

In Rusticus Loquitur Malcolm Darling has revealed a rare ability to 
write both with an insight into economic realities and with remarkable 
literary charm. The book is in part a day-to-day record, and in part a 
summary of resulting impressions, of an inspection tour of coéperative 
societies in Punjab villages. 

The author concludes that the countryside, especially in the western ; 
Punjab, is still largely dominated by the trinity of the money-lender, the ‘ag 
landlord and the pir, though the power of the professional money-lender is 
waning; the landlord must become more conscious of his obligations or he 
will be obliterated; and the influence of the pir, who is even more of a 
parasite than the landlord and “exploits the peasant’s ignorance of the 
next world as systematically as any money-lender his ignorance of this,” 
is also beginning to decline. In the eastern Punjab, due to the greater 
spread of irrigation, coéperation, education, improvement of communica- 
tions and experience gained through immigration and war, the “new light” 
is more diffused; the standard of living is higher; there are more “better 
living” societies to reduce excessive marriage expenditures; and old un- 
economic customs are weakening more rapidly. 

Especially interesting are the similarities which the author notes, both 
in customs and. in the level of living, between the peasants of the Punjab 
and those of the Alpine-Mediterranean region. Valuable also is his em- 
phasis upon the need of a gospel of sufficiency and service as a synthesis 
between the old gospel of poverty and the new gospel of gain, between 
the old light and the new, and his recognition of coéperation as the most 
promising vehicle of the gospel of sufficiency and service. 

Rusticus Loquitur is a contribution both to economic science and to 
literature: it is a source book and record of economic transition, and it 
is also an unusually delightful and thoughtful book of travel. 

Crark Warsurton 


Das, R.K. The industrial efficiency of India. 
Pp. xii, 212. 8s. 6d.) 

Davis, J. Contemporary social movements. (New York and London: Cen- 
tury. 1930. Pp. xx, 901. $5.) 

Jonningau, A,and Spencer, L. A. Our state of Michigan. Rev.ed. (New 
York: Macmillan. 1980. Pp. 256. $1.20.) 

Donnan, E., editor. Documents illustrative of the history of the slave trade 
to America, Vol. I. 1444-1700. Pub. no. 409. (Washington: Carnegie 
Inst. 1930. $3.50.) 

Dunnam, A. L. The Anglo-French treaty of commerce of 1860 and the 
progress of the Industrial Revolution in France. (Ann Arbor: Univ. of 
Michigan Press. 1930. Pp. xii, 409. $3.) 

Professor Dunham’s scholarly monograph illustrates the possibilities of 
multiple archive research. Drawing much new material from the Foreign 
Office papers in the British Public Record Office, the archives of the 

French Ministry of Foreign Affairs, the Archives Nationales, and the 


(London: P. S. King. 1930. 
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private papers of Chevalier, Cobden, and Gladstone, he has produced 4, 


first adequate st f the Anglo-French treaty of 1860. With a sound pone 
sense of pro} ind admirable clarity of style he has treated his sy}. = 
ject not merely as an interesting episode in secret diplomacy, but as o» oe 
of the factors lated the development of the Industrial Revol. was 
tion in France. Gainko, 
The first seven pters of the book, which sketch the background aj — 
trace the neg tion of the treaty, show that the initiative was taken }y rr 
Michel Cheval t both his influence and that of Gladstone on ty “ 
) been inadequately recognized. Although the par, 
played by Nay [II is not wholly clear, Professor Dunham concludy re 
that the Emp illy favored a moderate tariff for France, and that }y by W 
and Rouher des¢ n more credit than Cobden for the full completion H cial 
of the treaty. 
Although it ful whether the treaty had any marked effect on thy _ 
general develo} f British industries, its effects in France were nots ~ 
ble. Professor | ) analyzes in his eighth chapter the administratiy, tat 
of the imperia » French manufacturers, and then devotes six chap- ay | 
ters to the influen the treaty on the iron, cotton, woolen and worsted, 1 sity 
linen, silk, and vy ndustries. He closes with three chapters on Thier ye 
attempt to restor: protection, the abandonment of the treaty, and tle ates 
role of Cheval] significance of the treaty. There follow an »p- , bn St 
pendix of do 1 critical bibliography of fifteen pages, and an inder iis 
of seventeen. < parts of several of the chapters have appeared in aes 
six different period oe 
The Emperor s that the Treaty of 1860 would increase the pros- \I 
perity of Fren try and better the lot of the working classes seen ai 
to have been ] ly fulfilled. The great French industries which hai resp 
clamored against the treaty as menacing them with ruin, “prospered er- when 
ceedingly, despit th the Treaty with England and the Civil War is nail 
America. The st lus of foreign competition forced them to enlarg: 
their factories and improve both their machinery and their methods oi 
production.” T! reaty stimulated the great development of Frenci Mire 
railroads in the en » decade, and the use of coal instead of wood fer . ms 
James P, Baxter, 3ap Enc 
193 
W.W. A ry of Minnesota. Vol. IV. (St. Paul: Minnesota 
Historical Societ ). Pp. xiii, 575.) 4 
The final vol uthor’s four-volume work, making this one of Nazpe 
the most compl es of a single state. Chapter 1 in this volume Ri 
deals with the M ota iron mines. NEUL 
Pre 
Fonc, H. D. Tri ‘ factory system in England. (Tientsin, Chins: Pp 
Nankai Universit mittee on Social and Economic Research. 199). Orcu 
Pp. 310. $3.) of 
This monograp! doctoral dissertation submitted at Yale in 19%, ' 
under the direction of Professor Clive Day. The author analyzes in pst the 
ticular for the p t 1840 the changes which took place in the fol- Poms 
lowing industries: tex 3, paper, pottery and glass, metal, and clothing. Pr 


The study brings together a large amount of statistical material and it 
cludes an annotated bibliography of nearly 80 pages. 
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Guosuat, U. N. The agrarian system in ancient India. (Calcutta: Uni- 
versity of Calcutta. 1930. Pp. 123.) 

GRrET ron, R. H. A modern history of the English people, 1880-1922. (New 
York: Dial Press. 1930. Pp. 1185. $5.) 

Guxxo, G. T. The five-year plan of the Soviet Union: a political interpre- 
tation. (New York: International Pubs. 1930. Pp. 339. $3.50.) 

HaenseL, P. The economic policy of Soviet Russia. (London: P. S. King. 
1930. Pp. vii, 190. 9s.) 

Hornapy, J. R. Soldiers of progress and industry. (New York: Dodd 
Mead. 1930. Pp. vii, 243.) 

A history of water-power development in Alabama and the part played 
by W. P. Lay and the Alabama Power Company. 

Howtanp, C. P., director. Survey of American foreign relations. (New 
Haven: Yale Univ. Press, for the Council on Foreign Relations. 1930. 
Pp. xvii, 541. $5.) 

Deals particularly with the Far East. Includes chapters on economic 
relations and migration in the Pacific area. The latter portion treats of 
the post-war financial relations in Europe and the Young plan. 

James, H. F., editor. China, Annals, vol. 152. (Philadelphia: American 
Acad. of Pol. and Soc. Science. 1930. Pp. 431. $2.) 

Jounson, G. G. A social history of the Sea Islands, with special reference 
to St. Helena Island, South Carolina. (Chapel Hill: Univ. of North Caro- 
lina Press. 1930. Pp. 245. $3.) 

Levy, H. Volkscharakter und Wirtschaft: ein wirtschaftsphilosophisches 
Essay. (Berlin: Teubner. 1926. Pp. viii, 128. R.M. 5.60.) 

Attempts to find relations between the structure of economic life in dif- 
ferent countries and the general characteristics of the people in these 
respective countries. An interesting contribution to the exploration of the 
scientific borderland between economics, sociology, and psychology is thus 
made, a field in which even pioneer work has hardly started yet. 

Rosert WEIDENHAMMER 


Mirrany, D. The land and the peasant in Rumania. The war and agrarian 
reform (1917-21). (New Haven: Yale Univ. Press, for the Carnegie 
Fndowment for International Peace. London: Oxford Univ. Press. 
1930. Pp. xxxiv, 627.) 

Mvxutyar, G. C. Life and labour in a South Gujarat village. Edited by 
C.N. Vaxit. (Calcutta: Longmans Green. 1930. Pp. xx, 303.) 

Narpont, N. La politica economico-coloniale d’Europa nell’epoca moderna. 

Rome: A. Signorelli. 1930. Pp. vii, 151.) 

evtinc, W. Deutschlands Wirtschaftserfolg, 1924-1929. Theorie und 
Pravis volkswirtschaftlicher Erfolgsrechnungen. (Jena: Fischer. 1930. 
Pp. iii, 142. Rmk. 7.50.) 

Urcnarp, J. and Orcuarp, D. J. Japan’s economic position: the progress 
of industrialization. (New York: McGraw-Hill. Pp. 520. $5.) 

Prepared under the auspices of the University Council for Research in 

_ Social Sciences of Columbia University. 

fomrret, J. E. The struggle for land in Ireland, 1800-1928. (Princeton: 
rinceton Univ. Press. 1930. Pp. xii, 334. $3.) 

This difficult and unpromising subject becomes in the hands of the 
author a significant and appealing study in the history of land tenure and 
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land policy. It will be of wide appeal. This question is indeed the tn 
to the understanding of the history of Ireland in the nineteenth century 


as the author c nds, but it is also an important chapter in the gener) 
history of land tenure. English economists and political theorists of the 
early nineteent! seem to have been curiously unaware of the dis. 
tinctions that should have been drawn between absolute ownership and the 
complex tangle of rights and duties which were the legacy of feudalign 
They applied their theories of a free contractual society to a society thy 
was dominated by the obsolescent survivals of a distinct social system. Th: 
results were serious for England; for Ireland, the attempt strictly to & 
fine the legal rights of the peasantry spelled sheer disaster. The entir 
history of the rel is of landlord and tenant is unfolded with rare gyp. 
pathy, skill, and impartiality. The book is adequately, but not obtrusive 
documented. It is, on every count, a notable contribution to the history 
economic and s¢ licy 
A.P.U. 

Sarkar, B. K. S ta ed economia nell’India antica e moderna. (Mil: 
Tip. Sociale. 19% Pp. 47.) 

ScHNEIDERMAN, H tor. The American Jewish year book, 5691. Sep. 
tember 23, 1930, to September 11, 1931. (Philadelphia: Jewish Pu} 
Soc. of America. 1930. Pp. vii, 436.) 

SrepHenson, N. WV Velson W. Aldrich: a leader in American politics 
(New York: Scribner’s. $5.) 

Turuncron, E. M ) and her foreign creditors. (New York: Colunbi: 
Univ. Press. 1930. Pp. x, 449. $6.) 

Weezer, K. Die Einwirkungen der Reparationen auf die Weltwirtschajt 
Miinchener volkswirtschaftliche Studien, Heft 15. (Jena: Fischer. 1930. 
Pp. x, 98. Rmk. 4.50 

Wenper, H. Sout commercial conventions, 1837-1859. Johns Hop- 
kins Univ. studies in hist. and pol. sci., ser. xlviii, no. 4. (Baltimore: 
Johns Hopkins P: 1930. Pp. 240. $2.) 

Wueeter-Bennett, J. W. and Latimer, H. Information on the reparo- 
tion settlement, being the background and history of the Young Plan and 
the Hague Agreement London: Allen & Unwin. 1930. Pp. 253 
10s.) 

Winker, J. K. Morgan the magnificent: the life of J. Pierpont Morga 
(18387-1913). (New York: Vanguard Press. 19380. Pp. 318.) 

Woop, G. L. The P basin: physical, ethnological and economic study 
(New York: Oxford. 1930. Pp. 352. $4.50.) 

Credit position of Germany. Bull. no. 40, rev. of no. 19. (New York: In 
stitute of International Finance. 1931. Pp. 40.) 

Credit position of Japan (revised). Bull no. 89, suppl. to no. 14. (New 
York: Institute of International Finance. 1930. Pp. 27.) 

Die interalliierten Sc] hre Entstehung und ihre Behandlung im Young- 
Plan. Bearbeitet im Statistischen Reichsamt. (Berlin: R. Hobbing. Pp 
204. R.M.9.) 

Minnesota year book, Vol. I. (Minneapolis: League of Minneso‘ 
Municipalities. P} $5.) 

A picture of world ec - conditions in the early fall of 1930. (Nem 


York: National Industrial Conference Board. 1980. Pp. xv, 251. $2.50.) 


1931] 


tatisti 
deuts 


tistik 


The F 
y 
The 
agricu 
Board 
treats 
The s 
out th 
strict 
on a 
specia 
sidere 
Stock 
the V 
privil 
Purn 
in the 
A 
the t 
The 
ture 
the | 
pron 
the | 
bent 
the | 
hist 
the 
the 
duc 
be I 
tior 


1931] Agriculture, Mining, Forestry, and Fisheries 117 


cigtistisches Jahrbuch deutscher Stadte. Amtliche Veréffentlichung des 

* deutschen Stédtetages. 25. Jahrgang, Lieferung 8. (Jena: Fischer.) 

Ten years of world codperation. (Geneva: League of Nations. Boston: 
World Peace Foundation. 1980. Pp. xi, 467. $3.50.) 

Contains chapters on financial and economic coéperation and interna- 

tional transit and communications. 

Die Wirtschaft des Auslandes, 1900-1927, 1928. Einzelschriften zur Sta- 
tistik des Deutschen Reichs, nos. 5,8. (Berlin: R. Hobbing. 1928, 1929.) 


Agriculture, Mining, Forestry, Fisheries 


The Farm Board, By E. A. Sroxpyx and Cuartes H. West. (New 
York: Macmillan. 1980. Pp. ix, 197. $2.00.) 

The authors are successful in producing a popular statement of the 
agricultural situation and the contributions which the Federal Farm 
Board is attempting to make toward its solution. The first chapter 
treats briefly of the agricultural depression during the past ten years. 
The second chapter summarizes the drive for farm relief. It is pointed 
out that other classes had been aided through “tariffs, immigration re- 
striction, rail rate advances, fulfillment of government war contracts 
on a cost plus basis, and special labor legislation.” There were also 
special acts in the interest of agriculture which were not, however, con- 
sidered by the authors as relief measures. These were the Packer and 
Stockyards act, the Grain Futures act, the special use of the powers of 
the War Finance Corporation, the Capper-Volstead act giving special 
privileges to coéperative agencies, the Agricultural Credit act, and the 
Purnell act granting additional appropriations for research, especially 
in the field of agricultural economics and rural sociology. 

A review is given of the efforts to secure legislation which would make 
the tariff effective on farm products of which we produce a surplus. 
The plans which centered in the equalization fee and the export deben- 
ture plan are briefly discussed; but the authors neglect to show how 
the grain trade representatives codperated with the administration in 
promoting the Agricultural Marketing act as a means of sidetracking 
the bills which contained either the equalization fee or the export de- 
benture plan. In the light of the attitude of the grain trade toward 
the Federal Farm Board in action, the omission of this interesting bit of 
history seems unfortunate. 

Chapters 8 to 9 take up the various phases of the Act under which 
the Farm Board is operating and discuss them from the standpoint of 
the influence which the Board may bring to bear upon agricultural pro- 
luction and marketing. The authors believe that the Farm Board may 
be helpful if adequate discretion is used and if the limitations of coépera- 
tion in solving the farm problem are fully recognized. There are neces- 


are 
key 
try i 
ery 
the 
dis. 
1 the 
118%, 
that 
The 
de. 
vely 
of 
j 
4 
ate} 
OD 
ore 
nan 
ew 
nq- 
0:8 
ew 


118 het ; and New Books [ March 
sarily high labs ; in the process of distribution “regardless of 
whether these se) performed by private or coéperative agencies” 

The Federal | Board, through the indirect method of making 
loans to stabiliz porations, the stockholders of which are we 
liable for losses, ed what is called a “modified export debentur: 
plan” of raising of wheat on the domestic market above thai 
in the export trad i 3 pr posal the authors believe is “nothing 
more or less than t debenture plan conducted in a roundaboy} 
way”; and they 1 domestic prices might be as effectively raised 
by the more sim] 1 t method of export bounties. However, the 
export debentur: not left without criticism. 

It is shown th clearing-house associations promoted by the 
Board, the princi] . 4 equalization fee has been accepted and 
utilized, particul connection with the California Grape Stabiliza- 
tion Plan. This pla ses that each grower pay a fee of $1.50 per 
ton for the cost of 300,000 ton surplus to be removed from the 
regular channels o In speaking of this California plan, the av- 
thors say: “If one s ites the term ‘equalization fee’ for ‘stabiliza- 
tion fee’ one will 1 he essential feature of the McNary-Haugen 
bills. The modifi no rning the surplus into by-products or allov- 
ing the surplus t nharvested may, however, avoid international 
complications,” \ zests a close parallel in the campaign for feed- 
ing wheat as a m f disposing of a part of the surplus production 
of this great stap 

In the final apy is believed that the Farm Board may be 
able to reorganize « n to some extent, though no radical changes 
can be expected. which the, Board can make to codperate ar 
likely to stimulate itive movement. The authors, however, do 
not accept the vi peration is a complete solution of the farm 
problem. 

Two brief critic ; may be made. First, the authors seem to have 
fallen into the cor xr of assuming that even though prices of 
farm products ar vy the level essential to bring into existence 
the current quant production, prices can not be enhanced without 
danger of increasi1 luction. Second, the authors seem too readily 
to accept the view olution of the American farm problem lies 
in curtailment of ] ind the dismantling of much of our Amer- 
can agriculture ra the readjustment of our international 
economic relations ; that would provide an outlet for our agti- 
cultural surpluses. 

In speaking of t! | its relation to the agricultural situation, 
a compliment is paid who initiated the McNary-Haugen move 
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“The granting of subsidies by stabilization corporations may have 
all yitimate bearing on the broad problem of establishing equality of 
syportunity for agriculture. ‘The absurdity of making commodities 
expensive to consumers as a social policy will be revealed, just as the 
irive for the McNary-Haugen bill brought out the fact that the tariff 
i joke to producers of export commodities. When the public finally 
mes to realize that subsidies, whether in the form of tariffs or bounties, 
nefit the few rather than the majority, something may be done to cor- 


Cil 


ct the situation. Perhaps the agricultural leaders are playing a 


cf 


hrewder game than most people realize.” 
In the opinion of the reviewer, this book should be read particularly 
those whose information regarding agricultural relief measures, the 
k of the Federal Farm Board, the tariff and its relation to agri- 
Jture have come largely from journalistic sources. 
H. C. Taytor 


Burlington, Vermont 


NEW BOOKS 


Biack, J. D., editor. Research in public finance in relation to agriculture: 
and method. Bull. no. 1. (New York: Social Science Research 
Council. 1930. Pp. iv, 174. 75c.) 

This publication is the first of a series on scope and method in research 

agricultural economics and rural sociology prepared under the direc- 
tion of the Advisory Committee on Social and Economic Research in Agri- 
culture, a sub-committee of the Social Science Research Council. An- 

uuncement of the series may be found among the Notes Section of tleis 
ssue of this Review. 

The objectives of this report are to delineate the field of research in 
agricultural public finance, “indicate its interrelations with other fields of 
research, outline its content, describe the research projects already under- 
taken in this field, point out additional projects that might be undertaken, 
review and evaluate the methodology employed in projects completed or 

nder way, and suggest methods and procedures that may be used to ad- 

intage in different types of projects both new and old.” 

(his is certainly a big undertaking considering the limited amount of 
xperience of research workers in this field; but it must be said to the 

lit of the committee in charge of the project that the report is very sug- 
gestive of research opportunities in public finance as related to agricul- 


The presentation and analysis are greatly facilitated by use of the case 


Following a brief discussion of the objectives of research in the 

ld of public finance, the scope of the field, basic principles and con- 
history of research and sources of data, the analysis proceeds on the 

‘is of research projects. Representative projects selected from the 
us aspects of the field and arranged to some extent in the order in 

ich a research agency might develop a program, are then analyzed in 
some detail as to their objectives, scope and methodology. The extent of 
discussion of projects varies substantially depending largely on avail- 


at 
Ig 
ut 
ed 
} 
he 
nd 
Alu 
u 
be 
u 
a 
rn 
rl 
ay 
n¢ 
lily tur 
lies 
né 
‘ 
on, 
ve- 


120 Reviews and New Books [Mare 


able information for them. This method of presentation necessarily » 
sults in some duplication, although serious inconvenience to the reader oy 
account of repetition is avoided by cross references and by frequent Cita- 
tion to Research Method and Procedure in Agricultural Economics, a two- 


volume work prepared earlier under the direction of the same committy 
All groups interested in research in public finance will find this public. 


tion a valuable reference. Directors of research in agricultural economic 
as well as in the general field of public finance may obtain from it mu¢ 
assistance in the formulation of a research program. Teachers will be abi. 
to use it as a text for advanced classes in research method. 
H. B. Price 
Bowker, H. A further survey of the farm problem. Address before a grow 
of farm paper editors, October 17, 19380. (New York: American Agric 


Chem. Co. 1930. Pp. 22.) 
Boye, J. E. Industry codperation. (Chicago: American Assoc. Creamery 
Sutter Manuf., 110 No. Franklin St. 1930. Pp. 82.) 


Address delivered at the annual convention of the American Associs- 
tion Creamery Butter Manufacturers, December 2, 1930. Discusses the 
defects of the Agricultural Marketing act. 


Buck, J. L. Chinese farm economy: a study of 2,866 farms in 17 localitia 
and 7 provinces in China. (Chicago: Univ. of Chicago Press. 1930. Pp. 
xii, 476. 5.) 

Gee, W. The place of agriculture in American life. (New York: Macnil- 
lan. 1930. Pp. 217. $2.) 

Ger, W., editor. The country life of the nation. (Chapel Hill: Univ. of 
North Carolina Press. 1930. Pp. xv, 214. $2.) 

This compilation consists of the addresses delivered at one of the 

-Round Tables of the Institute of Public Affairs, University of Virginia, 
1929. The document is edited and the introduction written by Wilson 
Gee of the University of Virginia. It contains thirteen addresses by what 
may justly be called eminent authorities in different fields of rural life 
The book consists of seven chapters: “Factors in the retention of farm 
wealth”; “The cityward drift of country populations”; “Farm group ac 
tivities”; “The farm family”; “The country school with a social vision’; 
“Country community life’; “Open forum address,” a paper by B. f. 
Yoakum. 

No review can possibly detail all the “high lights” or even synopsiz 
all the materials and viewpoints of the book; but a few of the outstanding, 
if not central, themes of the book may be stated. (1) “The main economic 
problem of the rural South is the vast volume of farm wealth produced 
from year to year and the small share of it remaining in the hands of 
farmers.” (2) “Under economic pressure forcing a movement of popt- 
lation off the farm, persons are most likely to leave the farm in the fol- 


lowing order: (a) hired man, (b) farmer’s son, (c) share tenant, (d) cash 


tenant, (e) owner operator.” (3) “Very largely the rural obstacles in 
the South are social conditions but in every instance they produce ect 
nomic consequences that lower the levels of life for the vast majority of 
farm workers.” (4) “Viewed from a purely selfish angle it is obviously 
the business of the nation to see that the producers of its ‘bread’ have al 


possible incentive to continue the pursuit of agriculture.” (5) “Chained 
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in their helplessness they (the rural school teachers) are allowed to warp 
the plastic minds of little children, many of whom seek to find escape 
from the dreary surroundings as soon as they are able.” (6) “The rural 
school, as a social institution is in a state of retarded development, either 
because it occupies the blind spot in the social eye, or because the vision of 
society is myopic, or both.” (7) “If the small town would realize upon 
its opportunities it must not only begin by knowing its constituent com- 
munity and its relations to neighboring towns, but it must pass to a second 
stage, namely specializing on reasonable tasks.” (8) “The fundamental 
importance of the American farm life problem calls for serious question- 
ing and planning for its relief on the part of all our thoughtful citizenship, 
both rural and urban.” 

It is such serious questioning as the last quotation calls for that the 
papers which constitute this volume postulate and discuss. 

Cart C, Taytor 


tennig, A. E., compiler. Index to the literature of food investigation. 
Vol. II, no. 1. (London: H. M. Stationery Office. 1930. Pp. 108.) 
utpert, A. B. Soil: its influence on the history of the United States, with 
special reference to migration and the scientific study of local history. 
New Haven: Yale Univ. Press. London: Humphrey Milford. 1930. 
Pp. 227.) 
Sais W. H. The seasonal distribution of farm labour require- 
ments. Cambridge Univ. Dept. of Agric., report no. 14. (Cambridge, 
England: W. Heffer. 1930. Pp. 44.) 
Lave, E. Einfiihrung in die Wirtschaftslehre des Landbaus unter besonderer 
Beriicksichtiqgung der Landarbeitslehre. 2nd ed. (Berlin: P. Parey. 
1930. Pp. 346.) 
Locan, L. M., Jr. Stabilization of the petroleum industry. (Norman: 
Univ. of Oklahoma Press. 1930. Pp. 248. $2.50.) 
In this monograph Professor Logan gives the background out of which 
has grown the present overproduction problem in the oil industry, and 
discusses the problem itself and some of the main proposals offered for 
its solution. He presents here a great deal of information bearing on 
the petroleum industry and particularly on the recent efforts at stabiliza- 
tion, or, perhaps more accurately, at reasonable regulation of output. The 
point of view is not mainly that of conservation, and a generally friendly 
attitude toward the oil industry is preserved everywhere. 
The book is loosely constructed, replete with long quotations, and at 
various points the discussion proceeds on the basis of weird theories of 
economics; nevertheless it is a valuable contribution to the rapidly grow- 
ing literature on the petroleum problem. 
Joun Ise 


Macepo Soares, J.C. pz. Rubber: an economic and statistical study. (New 
York: Richard R. Smith. 1930. Pp. 104. $3.) 

Marsaty, R. The social management of American forests. (New York: 

League for Industrial Democracy, 112 E. 19th St. 1930. Pp. 35.) 

Merritt, C.W. Economic relations of silver to other metals in argentiferous 

9 Bureau of Mines econ. paper 10. (Washington: Supt. Docs. 1930. 
p. 29. 10c.) 
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“J r production. Bureau of Mines eco, 
paper 8. mn it. Docs. 1930. Pp. 58. 20c.) 

Norpeac. M. of Canada. (Toronto: Macmillan. 1930. 

Pp. x 
nave ily a problem of the coal industry, , 

er fuels. Part I, which purports to rp. 

fuel problem,” contalan numerous stric. 

ially unsupported, about what has been 

“problem.” Possibly the authoritic: 

‘tainly they are entitled to more sympathy 

Part II puts forth “possible solutions of the 

r of suggestions are offered with much 4. 

their mutual consistency. Some of they 

' bad and many are impracticable, But 

lequate analysis offered in their support. 
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Orwin. C. S * farming. (New York: Oxford. London 
Humphrey M Pp. 160. $2. 

! ing systems. IV. Another departure ix 

Clarendon Press. 1980. Pp. 16. 

PAVLOVSKY. sia on the eve of the revolution. (London: 
Rout] 

Penrose, E. 1 raw materials in Japan: an index of th 
physical vol ‘ foodstuffs, industrial crops and minerals, 
1894-1927. U1 f Chicago Press. 1980. Pp. 75. $2.) 

Peterson, C. riddle of markets: a brief study of the pro- 
duction, eal of wheat. (Calgary, Canada: Farm and 
Ranch 121.) 

lindustrie: Produktionsgrundlagen, Ent- 
tkriege, soziale F aye: Zollpolitik. (Ber- 
188. R.M. 12.) 
o production - the Connecticut Valley 
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t. (Northampton, Mass.: Smith Col- 


Welthandelsware Kaffee im Zeitroun 
rforschung der wirtschaftlichen Wechsel- 
1s, Heft 2. (Jena: Fischer. 1929. Pp 


y economics is one of a series which is 
University. 
the types of overproduction which 
eals during the period under con 
onosis of future trends based on 140 years 
Medi distinction here used is tha! 
irticle on “Krisen” in the Handworter- 
The obje ctive of the analysis is the dis. 
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€con, As is to be expected, the study begins with a brief discussion of the 
nhysical and technical elements of the coffee industry and concentrates 
1930, on the peculiar nature of coffee as a perennial. It is this emphasis on the 
haracteristics of coffee as a perennial which gives to the work a sig- 


ry, al- nificance far greater than a study of coffee would be entitled to claim, 
to re. { considered merely for its own sake. It is a type study in the field of 
stric. the economics of perennials. By making necessary allowances for the 
3 been neculiarities of both the supply and the demand aspects of each case, the 
OFities principles illustrated by the case of coffee can be applied to the study of 
pathy other perennials. 

of the Ericu W. ZimmMeRMANN 
ch as- 

them rowe, J. W. F. Studies in the artificial control of raw material supplies. 

But No.1. Sugar. Part 1. Sugar industry of Cuba. Part 2. Marketing of 
rt. Jova sugar. Memorandum no. 28. (London: Royal Econ. Soc. 1930. 
ELL Pp. 60.) 

R wan, D. Part-time farming in Massachusetts. Bull. no. 266. (Am- 

ndon herst, Mass.: Agric. Experiment Station. 1930. Pp. 104-146.) 

sanker, N. R. The jute crisis. Proceedings of conference, October 17, 

ure iy 1930, (Bengal: National Chamber of Commerce. 1930. Pp. 19.) 

. 16. Serinc, M., editor. Die agrarischen Umwiilzungen im ausserrussischen 

non: Osteuropa. (Berlin and Leipzig: Walter de Gruyter. 1930. Pp. 493.) 

Sxoporas, K. Margarine as a butter substitute. Fats and oils studies no. 

of the i, (Stanford Univ., Calif.: Food Research Institute. 1930. Pp. xiv, 

nerals, 

Srnone, A. L. L’agriculture soviétique moderne. (Paris: Bureau d’Edi- 
tions. ) 

Tuomsen, F. L. Agricultural prices. (Columbia, Mo.: Stephens Pub. Co. 

1930. Pp. 203.) 

cers, W. H. Coffee merchandising: a handbook to the coffee business giv- 

ig elementary and essential facts pertaining to the history, cultivation, 

preparation and marketing of coffee. 2nded. (New York: Tea and Coffee 

Trade Journal Co. 1930. Pp. 245.) 

Vosxuit, W. H. Minerals in modern industry. (New York: Wiley. 1930. 

Pp. ix, 350. $3.75. 

vesrcott, J. H. Oil: its conservation and waste. 4th ed. (New York: 

Beacon Pub. Co. 19380. Pp. xiii, 273.) 

This book—a real new edition and not a reprint—might perhaps better 

have been named An Apology for the Oil Industry; and as such it is well 

worthy of the attention of economists. The author starts out with the as- 

sumption that the oil industry is “the least understood and most unpopular 

of all the industries,” and proceeds to describe the technological progress 

in the industry in recent years, particularly the development of refining 

methods—truly an interesting if not an amazing story. He closes with a 

plea for unit operation or some other method of coéperation, to avoid the 

e dis wastes of competitive drilling and overproduction. 

The The author’s attitude toward the oil industry is definitely favorable. 
ing of ‘No defense or excuse is needed by the oil industry. It does not require 
~~ propaganda in its favor. Its long record of development and progress is 
one of which any industry may well be proud. It has not only resulted in 


4 
a 
4, 


124 / nd New Books [ March 1931 


the conservat nd natural gas, but the progressive oi] com. ric 

panies have nefit of their stockholders to prevent 3) Pp 

waste and .1 in its present most economic form, he 
gasoline. Ag 
The word riven a decidedly liberal construction here. 10 

It seems that -efining methods are regarded as conserving ne! 

the total an hat would have been required with earlie, M 

methods, al 1uired with the improved methods. Thus. me 

in the period ), the total amount “conserved” through in. i 

creased efh nd reduction of evaporation losses, crack- Chen 

ing and the ral gasoline, was 8,883,300,000 barrels, o Le 
102.9 per ce! luction during those years. In short, a littl The 
more than a was conserved! This seems as much a = 
could be exp ry. Of course the writer does not mean jus lo 
this, but he « to credit the oil industry with some wonderfy| j 
conservation end is not yet. “While it is difficult t , 
conceive of there seem to be no impossibilities fo: \ 
the oil men ar will be made.” Fore 
Joun Ise 
30 
Wuires, A. G., a roation and fuel oil supply. (New York: Hist 
National In Board. 1930. Pp. xiv, 165. $2.50.) h 
This work rhtful discussion of the present technical ™ 
situation in t Chere is careful statistical analysis of the : 
sources of 1 , fuel oil, gasoline, kerosene, natural gas fe 
and hydro-« he nature of the competition among them; otal 
of the supply fuel oils, for the United States and for | 
the world. al ts of a possible decline in fuel oil supply. 
The conclusi e the supply of crude oil is limited, from 
the standpoin , and since the motor fuels and lubricants are 
the more es re will be a tendency to “crack” more of “ 
the high grad ‘rude oil, and thus scarcity will appear : 
first in the lo particularly fuel oil. Whereas refiners now 
recover about line from the oil, a 60 per cent recovery ; 
is feasible; a ydrogenation process, which has been ap- 
plied to oil a lly 100 per cent of the crude oil can be l 
converted in s whenever it is worth while to do it. 
To econon be of great value, not only for its bearing 
on the quest but for its illustrations of the competitive 
process, and rly of the laws of joint cost and joint de 
man 
Joun Ise 

Wri, J. In ) ming costs of production and financial re 
sults. VIII n six years’ results. IX. Pig keeping 
costs and 1 years. Reports no. 8 and 9. (Wye, 

Kent, Engla Agric. College. 1930.) 

Younc, W. H ind types of stokers and burners used by 
electric publ s. Report of the Institute of Economics * 
in codperatior logical Survey. (Washington: Brook: 
ings Instituti 50c.) 
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{oricultural codperation in England: a survey. (London: Routledge. 1930. 
272. 

Pi wricultural outlook for the southern states, 1930-31. U.S. Dept. of 
Acric., mise. pub, no. 102. (Washington: Supt. Docs. 1930. Pp. 56. 
10c. 

Am aie cotton. Annual review, August 28, 1930. (Manchester, England: 
Manchester Guardian. 1930. Pp. 24.) 

drmour’s farmers’ almanac, 1931. Vol. XXXIII. (Chicago: Armour Fer- 
tilizer Works. 19380. Pp. 40.) 

Chemical and mineral resources of the Saint Louis industrial district. (St. 
Louis: Industrial Club of St. Louis, 511 Locust St. 1930. Pp. 34.) 

The dissemination of research results among agricultural producers. An- 
swers to a questionnaire issued by the Empire Marketing Board. (Lon- 
don: H. M. Stationery Office. 1930. Pp. 143.) 

Farmers build their marketing machinery: the Agricultural Marketing act 
helps in developing coéperative program open to all growers. Bull. no. 3. 
(Washington: Federal Farm Board. 1930. Pp. 59.) 

Forest and range resources of Utah: their protection and use. U.S. Dept. of 
Acric., misc. pub. no. 90. (Washington: Supt. Docs. 1930. Pp. 102. 
30c. ) 

Historical summary of gold, silver, copper, lead, and zine produced in Cali- 
fornia, 1848 to 1926. Bureau of Mines econ. paper 3. (Washington: 
Supt. Docs. 1929. Pp. 22. 5c.) 

Oil conservation and fuel oil supply. (New York: National Industrial Con- 
ference Board. 1930. Pp. xiv, 165. $2.50.) 

Staple length of Texas cotton crops of 1928 and 1929: a preliminary report. 
(Washington: Supt. Docs. 1930. Pp. 14, mimeographed.) 

A survey of the farm problem, with particular reference to wheat production 
costs. (New York: American Agric. Chem. Co. 1930. Pp. 16.) 

Wheat futures: volume of trading, open commitments, and prices from Janu- 
ary 8, 1921, to December 31, 1929. U.S. Dept. of Agric., stat. bull. no. 
31. (Washington: Supt. Docs. 1930. Pp. 212. 3865c.) 

Wheat studies. Vol. VI. No. 10. The changing world wheat situation: 
a statistical appraisal in terms of averages, trends and fluctuations. Vol. 
VII. No 1. The United States wheat flour export trade. (Stanford 
Univ., Calif.: Food Research Institute. 1930. Pp. 421-457; 1-83.) 
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Sliicirer, A. Tabakindustrie und Tabaksteuer unter besonderer Beriick- 


sichtigung der Zigarette. (Jena: Fischer. 1930. Pp. viii, 516. Rmk. 
24.) 

Fone, H. D. Rayon and cotton weaving in Tientsin. Bull. no. 2. (Tient- 
sin: Nankai Univ. Committee on Social and Economic Research. 1930. 
Pp. 79.) 

Lupin, F. F. von. Die indische Teztilindustrie als Industrie eines kolonialen 
Rohstoflandes. Probleme der Weltwirtschaft, Band 49. (Jena: Fischer. 
1930. Pp. xxvii, 8352. Rmk. 21.) 

Murcuison, C. T. King Cotton is sick. (Chapel Hill: Univ. of North 
Carolina Press. 1930. Pp. 198. $2.) 
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ite{ MEL Sons. hearings, and press comment provides an effective and quite im- 
130, HM partial listing of issues and arguments. Arguments on both sides are 


in outlined in Appendix 5. Otherwise the wide range of historical 
nd descriptive material presented is related to the current controversy 
mainly as background. 

The author has traced in considerable detail the history, from 1713 
19 1929, of all boundary treaties; the growth of rail and water trans- 
ortation in Canada and the United States; the disposition of other 

ternational waterway situations; the physical aspects of the St. Law- 
rence power and navigation project, together with cost estimates for 
ingle and two-stage development; the deepening of the channel from 
Montreal to the ocean; the history of the present project from 1832 to 
date; the history and character of Canadian canals generally and of 
United States canals in the boundary section; the Chicago diversion 

ntroversy from its origin to the present; the physical features of 
ssible alternative routes, including those via Hudson Bay, Georgian 
Bay, New York State, and a Great Lakes-Mississippi connection; and, 
fnally, the power situation in both countries. Considerable light is 
own upon those political and legal aspects of the project which arise 
from its international character, from the questionable authority of 
ral governments to speak for states and provinces on power matters, 
nd from divergent sectional attitudes in both countries. The author 
urges that past outlays of Canada in providing the Welland and St. 
Lawrence canals, and the prospect of greater immediate benefit to the 
United States, should affect substantially the division of cost. 

With earlier chapters neglecting to support a number of assumptions 

transport matters, the concluding “reflections” are less persuasive 

n they might have been. Had water transportation been less indis- 
criminately praised—had its oécasional inordinate costliness been recog- 

d unmistakably—the favorable verdict on the St. Lawrence project 

ild possess greater authority. To hold, for example, that the “the 
Panama Canal has almost paid for itself” because aggregate tolls nearly 
ual original cost (p. 878) ; to report a saving of $1 per ton on traffic 
\ the Barge Canal without stating the cost per ton to New York tax- 
vers (p. 800) ; or to assert, because a 27-foot canal will accommodate 
vessels five times as capacious as will a 14-foot canal, that it is “five 

mes as efficient” (p. 885), is to suggest that interest and maintenance 
expenditures in connection with a waterway are not costs of transporta- 
tion—a view which, if held, would disqualify one for serious discussion 
of waterway economy. While it is significant that restrictive channels 
|| not keep ocean vessels from visiting the lakes, it is more essential to 
‘uow how difficulties of navigation, and especially the short open season, 
affect the freight rates, and thus determine the gain to shippers. 
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If doubts are garding these gains, they will hardly } 
dissolved, in th lequate railway regulation and inadequate 
railway earning ences to reductions in rail rates due ty 
water competit olume of traffic is as vital as the Saving 
per unit; but h nvincing to repeat the war-time general- 
ization that An ; are hopelessly overburdened. So far as 
agricultural ex} ned, the tendency south of the border ty 
reduce product t requirements is not considered; nor 
is the availabil sed waterway in the handling of late 
harvested Can issed. But the “obvious possibilities” 
of a tremendo Canadian industry are plausibly presented: 
and to the very leration that the Canadian people al- 
ready support a | railway system, the reply is offered that 
Canada will son transportation she can get. 

But the neces s case so largely upon the future leads 
the writer to qu | temporarily. Speaking of the total 
power and navig says (p. 387) : “Even a best friend 
could not ask C e an obligation like this at the present 
time.” It is to t opponents of the scheme are not con- 
demning it into \ proposition upon which all might agre 
is that, with th .1 already deepened, and with the Beau- 
harnois Power ( ling the Dominion with fifteen miles of 
deep-water navig ble that future power development and 
attendant indust reate incidentally sufficient waterway 
and sufficient ti hat the remainder of the navigation 
scheme will seer rmidable undertaking than it now ap- 
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Hences, J. B. | | the railways of the Northwest. Wn. 
McKean Bro 6. (New Haven: Yale Univ. Press. 
Pp. 224. $3. 

MacDonaLtp, A blems of American cities. Annals, vol. 
151, sup \merican Acad. of Pol. and Soc. Science. 
1930. Pp iv 

Mitier, C. A lution of the Interstate Commerce act 

tochester: | ve Pub. Co. 19380. Pp. 480. $7.50. 

Repaci, F. A. J ferrovie dello stato nel sessennio 1923- 
1924—1928-1 Frat. Pozzo. 1930. Pp. 53. L. 7.) 

Tuompson, &., « stics of the United States of America 
for the year er 1, 1929, compared with the official reports 
for I and f foreign railways. (Chicago: Bureau 
of Railway Ne 1930. Pp. 137.) 
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We, S. T. Railroad valuation and fair return: a study of the basis, rate, 


and related problems of fair return for American railroads. (Phila- 
delphia: Univ. of Pennsylvania Press. 1930. Pp. xxiv, 233. $3.) 


Dr. Wu’s study, with a foreword by Professor Emory R. Johnson, 
deals with “the basis, rate, and related problems of fair return for 
American railroads,” in their relationship to the “rule of rate-making”’ of 
the Transportation act. The discussion of “fair value,” as the basis of 
return, is largely confined to a brief analysis of the outstanding merits 
and defects of original cost and cost of reproduction, with summary refer- 
ence to the problem of depreciation and the treatment of intangibles. 
Conflicting claims are carefully balanced, but without much aid, by way 
of definite conclusion, as to means of removing the existing confusion 
in matters of valuation. While it is recognized that “a prompt and some- 
what definite settlement of the valuation controversy is preferable to years 
of tedious and expensive litigation,” fair value is declared to be “neither 
the original cost nor the replacement or reproduction cost,’ being made 
to depend upon the “equitable consideration” of all elements of value 
recognized by the law of the land (pp. 188, 189). The rate of return 
is analyzed into its component elements of interest and profits, and the 
dominant criterion of fairness is found in its adequacy “to attract capital 
and business ability into the railroad field and to hold them there” (p. 
100). On this basis the statutory rate of return receives the author’s 
approval. 

The “related problems,” which constitute the concluding part of the 
study, concern the recapture of excess income, and, more briefly, other 
measures designed to reduce inequalities in railroad earnings, such as 
control of rate divisions, consolidations, rate-making territories, financial 
reorganization, and extensions and abandonments. The practical dif- 
ficulties incident to the enforcement of the recapture clause are noted, 
and it is proposed that the earnings of the carriers be averaged over a 
period of years for purposes of recapture; but repeal of the recapture 
clause is deemed undesirable, “unless a better rule of rate-making is 
worked out” (p. 142). As to the general program for equalization of 
earnings, “it is the causes of inequalities rather than the inequalities of 
earnings that should be eradicated” (p. 163); and public policy toward 
this end must be guided by the circumstances and conditions of each 
individual ease. Finally, although an analysis of financial returns shows 
that “the railroads in the United States during the nine years from 1921 
to 1929 have not yet earned the fair rate of return permitted by law” 
p. 195), and that “at present the railroad earnings are lower than they 
should be, in the public interest” (p. 196), the author concludes: Effi- 
ciencies and new methods have reduced the cost of transportation, and 
‘reight rates show a continuous descending line from the level of 1920. 
As a whole, there is no financial emergency. Railroad failures and re- 
ceiverships have been reduced, stock dividends increased, and the average 
prices of railroad securities have continually advanced. The average yield 
for the total investment of the railroads has been somewhat less than the 
cost of railroad capital borrowed under the Transportation act. Yet, the 
railroads have since 1920 invested no less than seven and a half billion 
dollars in their properties, and railroad securities have become increasingly 
secure as high-grade investment. . . . The future of railroad earnings 
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is not withou hope for higher rates and lower wages 
is remote. ‘J the railroads will have to rely upon further 
reduction of 3; in order to enhance their earnings, A 
stabilization « 3, a decline of interest rates or prices, or 
a continued | traffic may also help. The difficulties of 
the problem of the railroads a fair return on the value of 
their propert ng the government in the obligation to 
guarantee and upon the public the burden of unreasona- 
ble rates are « but they are not insuperable” (pp. 195- 
196). 

Taken as a , which, even as a general survey rather 
than an intens ist adequate on the problem of valuation, 
throws consid nature and significance of the regulatory 
tasks in this s ; confined to the “high spots,” with little 
that is new ¢ rials presented or in their treatment, and 
while there is n determining the attitude of the writer 
on controvers discussion is well organized, clear, accurate, 
and marked | ilance and restraint. 


I. L. SHARFMAN 


Associated Traff : eighth annual meeting held at the 
Hotel Gibson, », April 24 and 25, 1930. (New York: 
Committee on | f the Eastern Railroads, 143 Liberty St. 
1930. Pp. 58. ’ 

Associated Traffi 1: report of the ninth annual meeting at 
Atlanta, Geora | 9, 1980. Reprinted from The Trafic 
World, October v0: Traffic Service Corp., 418 S. Market 
St. 1930. P} 

An economic sur terway transportation in the United States. 
Spec. ser. no. & ton: Bureau of Railway Econ. 1930. Pp. 
235. 

This book d It sets forth the present status of inland 
waterway pr nt Hoover’s program for their develop- 
ment. It brin nsiderable amount of data relative to mile- 
age, traffic, an res on inland waterways. And it en- 
phasizes the n count inclusive costs when comparing 
rail and water tems. Especially valuable as ready 
referé ater ; dealing with federal control of water- 
ways during t srdination of water and rail service, 
the Denison the Rivers and Harbors act of 1938 

The final « r inland water routes, the Mississippi 
River, the Mi Ohio River, and the New York State 
Sarge Canal, ar n each case that the actual cost of trans- 
portation per t is greater for the water route than it is 
or the rail lit me territory. In computing the capital 
costs for the fi ases, the authors take into account 
all federal exp 11 account for the period 1824-1929. This 
going back a f ve at capital costs for existing navigation 
routes seems to 1 fair to water transportation. A practical 
view of the pr ; that expenditures of the last century be 


written off agair t f that period and that present navigation 
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routes be charged only with capital expenditures which are made on be- 

half of “existing projects.” In the case of the New York Barge Canal 3 

is the method followed by the authors. : 
Apau L, Lex 


} 
Lills 


Where freight rates and passenger fares go: a popular statement of the } 
income and expenditures Class I American railroads. No. 6. (New . 
York: Committee on Public Relations of the Eastern Railroads. 1931. t 
atis. ) 
{ yearbook of railroad information, 1930 edition. (New York: Committee ¥ 
on Public Relations of the Eastern Railroads, 143 Liberty St. 1930. 
Pp. 94.) 4 


Trade, Commerce, and Commercial Crises i 


International Control of Raw Materials. By Bensamin B. WAttace 
and Lynn R. Epminster. (Washington: Brookings Institution. 
1930. Pp. xv, 479. $38.50.) : 

The issues presented by the occurrence, within the confines of a single Bt 
political jurisdiction, of important raw materials of industry and by # 
the actual or potential governmental control of the supply of such 
materials have long required comprehensive and impartial treatment. 
The present book, laterally at any rate, disposes of the matter, and, 
with one possible exception, is markedly free from nationalistic bias. 
The exception referred to is found in the authors’ refusal to put pro- 
iective import tariffs in the same category with other types of foreign 
trade control. It is true that they disclaim any intention of making a 
distinction between the two except on the ground that protective import 
tariffs are more widespread, more firmly entrenched, less likely to yield 
to an assault than are other forms of control. Nevertheless, to “bar- 
barian” critics this will certainly seem to take a good deal of the shine 
off the armor of impartiality. In effect, it results in a proposal to leave 
protective import duties alone but to curb the exercise of other types 
of interference with laissez-faire. This will no doubt be satisfactory to 
political groups which are desirous of using the one and not the other, 
but it scarcely meets the Kantian test of virtue. 

The reviewer submits that there is, in fact, no ethical basis for protest 
against governmental action in the control of raw materials (whether 
or not such control includes price discrimination) so long as protective 
import duties of any type are assumed to involve merely a legitimate 
exercise of sovereignty. For this reason it was questionable wisdom to 
direct the argument, as it is directed in this book, wholly toward the 
progressive elimination of governmental control of raw materials through 
the sweetness and light engendered in international conventions. Rather 
than point the discussion in this direction, if protective import duties 
are not to be included in the list of controls, it seems that it would have 
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to explore much more fully than has been attempte; 
tial economic effects of existing and possible cop. 


cks upon the exploiter, and the defenses to whic 
ort. In several of the cases investigated, hoy. 
ontent to show that American consumers mys 
tain controlled commodities than would have bee, 
had not been instituted by the foreign country; 
r side, or that some specific American industry 
ired by such control. This is good reason “el 
yn on our part, but it is surely wet powde 
il convention largely composed of represents. 
nationals have suffered frequent and sever 
reases in our protective tariff. No good cay 
tions unless the parties come into court with 
m which will not abandon protective impor! 
ind anything more than that sellers shall shox 
foreign buyers of any given raw material, 
1 is not open to countries with other than a single 
, in any event, almost no cases in which it woul 
If protective import duties are to be a sacred 
uring, by persuasion, the abandonment of other 
efore, just about nil. 
be raised as to whether governmental contra 
has not occasioned more acrimony and alam 
5 As consumers, we do not, of course, relish 
production of any commodity, but we manag 
presence of a good many of them. Is the cas 
when the monopoly is attained by governmental 
n? Ifa distinction is attempted on the assump 
war, the answer is that, whether or not govern 
11 materials of war exist in peace time, it wil 
ct against enemies on the outbreak of hostilities 
son, therefore, for special excitement ove 


monopolies alike the principal defenses are 
se potential competition, substitution, and the 
of maximum net return. All three can, hor 
h political action on the part of consumers 8 
cks into early operation. But we can be sur 
tary and unrequited relinquishment of a reall) 
exploitation of consumers or, so long # 
of the use of export duties on monopolized rat 

se of promoting domestic manufactures. 
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empted Many governmental controls have been, or are in process of being, 
le con. MME discredited by their ultimate consequences. Of the major controls 
) which ME studied in this book this is true of Chilean nitrate, Brazilian coffee, 
1, how. ME British Malayan rubber, and Japanese camphor, as well as of the proj- 
$ must ME ects of our own producers of copper under the aegis of the Webb-Pom- 
ve been Merene act. In such cases the best course for the consumer is prob- 
ountry ME ably to wait, with such patience as he can summon, for the control 
dustry ME schemes to break down of their own weight. The effects of the more 
son for MEE successful measures, such as those which have been applied to Franco- 
powde (ae German potash and British Empire tin, might be mitigated by negotia- 
esenta. IE tion, provided consuming nations were ready to offer a reasonable quid 
severe me pro quo, or by retaliation. Retaliation is perhaps properly rejected by 
od cay ME the authors; but their attempt to set up criteria of equity as a basis for 
rt with MEE the restriction of restrictions is hopeless from the start. Taking simply 
import fae one example, viz., that a national monopoly should not exact from foreign 
Il shoy consumers a price which will yield more than ordinary returns in the 
aterial, Me country in question, it should be pointed out that a successful national 
single fe monopoly charging all that the traffic would bear would itself tend to 
t would Me raise the whole level of profits (and perhaps of wages) in the country 
sacred Je where it was situated. The returns in the national monopoly industry 
f other HB (which might be, and frequently is, composed of individual producers in 
sharp competition) would then not be above the level of other industries 
contro fm in the country, though foreign consumers would surely have been subject 
| alarm to exploitation. Criteria of equity in this field are elusive in the extreme, 
, relish {while the search for equity itself is simply quixotic. 
manage Exception having been taken to the objectives of the book, it is only 
he cax {Me fair to state that the description of the various controls which have 


imental i been exercised in the past half century is excellent. The principal com- 
ssump- fe modities to which they have been applied have been indicated in the fore- 
govert: going discussion. A valuable series of appendices to the book includes, 


it wil however, a rather more comprehensive list arranged in chronological 
tilities HMPorder of the inauguration of control, as well as a list of the more im- 
it over feportant relevant documents, some statistical tables bearing on the ques- 


tions in issue, and an all too brief discussion of the incidence of an export 
tax. 
It should be noted that one of the authors, Mr. Wallace, is, in the 


preface, exempted from any responsibility for the conclusions expressed 
un the book as issued. 
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Hveoner, G. G. and Kramer, R. L. Foreign trade: principles and prac- 
tices. (New York: Appleton. Pp. 823. $5.) 
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Handelspolitik der Gegenwart: ein kritische, 
Wirtschaftssystem. Band III. (Jeng: 
Fischer. 19 ). Rmk. 12.) 
Mircue ty, W. turzyklus. Edited by E. Attscuut. (Bonn 
r. 1931. Pp. 528. R.M. 28.) 
mpire trade. (London: Routledge. 4s. 64) 
Washington: Supt. Docs. 1930. Pp, 57, 


and Le 
SmituH, D 
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Gratis. ) 
list covering publications relating to com. 


ny of which deal with commercial affairs 
larly in Latin America. 

studies of selected import and erpori 

Richmond: Virginia State Chamber of Con- 
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Pp. 83.) 
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il Property, Based on Mortality Laws. By 
New York: Ronald. 19380. Pp. xiv, 205, 


$6.00. ) 
This book is progress survey into what is still a some 
or groups of physical property. Th 
the engineer, perhaps the economist, ar 
ugh minor degree; the approach to the 
ugh a more or less intricate analysis, are 
‘the actuary. The author very properly 
his running start in this field of inquiry: 
mortality data, some fourteen years ago 
ut and compile such records as could kx 
ind analysis to which these various mortality 
produced this book. The life character- 
ty were calculated and analyzed and such 
discovered were noted. This is the mos 
fundamental a rt of this treatment, as it is the first time 
that these relat set forth for physical property. Manyo! 
tions be laws, and so permit of a scientific deter- 
of equipment and its attending problem 
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In any event, the data presented are available for use, and cover a wide 
range of structures and machinery.” These and further words express- 
‘ng the author’s estimate of what he has accomplished in this interesting 
quest warrant some examination of the diversity and completeness of that 
ink in the chain which is related to the basic mortality data used in these 
studies. 

During the intervening period the author was able to expand the range 
of the mortality tables from 17, the number embraced in his initial 
studies (1917), to a total of 52 tables, in part given as illustrative tables 
and charts in the book. These are here recounted from the author’s 
classified list (slightly restated) : 


Tables Kinds 
I. Water supply systems: sources; pumping stations; pumps and 


pumping engines (2); boilers ...............s0eeeeeeeee 5 4 
Il. Telephone: switchboards; office equipment; loading coils; poles; 
V. Railroad: stations; locomotives; passenger cars; freight cars 
52 18 


The “18 kinds” (designations—actually 16, say, counting duplica- 
tions), in view of the type of analysis adopted in the book, give a mis- 
leading impression of the diversity or range of the data as a whole; but 
the author plainly feels the need of a material further expansion of scope, 
judging from the following: “. . . . Undoubtedly, the information for 
many more such tables exists in the files of industrial and appraisal engi- 
neers, public and industrial accountants, and in the records of public 
service commissions, utilities, and industries. As the value and useful- 
ness of a knowledge of the life characteristic of physical property become 
more manifest, it is quite likely that many additional data will be made 
available.” Notable in the omissions are the extremely long-lived kinds 
of property, such for example as cast-iron distribution mains in gas and 
water works properties which make up so large a proportion of the 
inventory as a whole (around one-half in a property like the Indianapolis 
Water Company’s physical plant). 

However, the author is to be commended for his decision to release the 
results of his survey as a progress report, rather than wait longer for 
the further mortality data to be derived or to be enticed into the open. 
This tedious development in mortality data may be likened to what took 
place in the earlier period of inquiries into human mortality data,— 
with successive stages, from which finally emerged the theories and 
practice of the actuarial profession as now known. After a pioneering 


186 Reviews and New Books [Mare 


period of a cent nd more came the widely accepted Carlisle tables: 
at the end of a second century came the organization of the Britis, 
Institute of Actuaries (1850) with its official Journal, which promptly 
became the forum for : pres ading what was meritorious in the old and fo; 
trying out wh ; promising in the new. The influence of that foruy, 
or arena, was timated after the first quarter century (by Sprague, 
then editor of t ‘ournal): “(1) Any supposed improvement in th 
theory was efi bmitted to the criticisms of the whole actuari,| 
profession and I valu speedily discovered ; (2) any real improve 
ment, whether r small, be ing placed on record, any successive 
writers have | ne after the other, to take up and develop it 
each commenc previous one left off. The result has beep: 
great advanct heory.” The author, borrowing the method 
of the actuar’ king this fresh problem, would doubtless wa. 
come a similar it on merit of what he has produced. Up. 
fortunately th | flow of the two currents in what might 
termed paral s, regarded in the professional sense, may not 
easily be broug practical contact. In any event, it seems more 
likely that wha ithor proposes as the outcome of these studies must 


find an arena i practice of accountants and engineers, and befor 
public regulating bodies and the courts. This is true of the surviving 
best in the p1 f the past and present in related lines; it is 
difficult to bel: .t this fresh approach to an old problem will prov 
an exception t rule 
D. Pence 
Chicago, Illi 
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Acer, F. R. a 35, W. F. Bliss-Alger bookkeeping and accounting 
theory and pr 1 treatise on bookkeeping and accounting, combined 
with business und banking for schools of business. (Saginav, 
Mich.: Bliss I 1930. Pp. 214.) 

Basson, R. W. nt fundamentals. (New York and London: Har 
per. 1930. | 338. $3.) 

In writing r the average investor who knows little regarding 
the princip| tment and the pitfalls of speculation, Mr. Babson 
restates man fundamentals which he has stressed for years. He 
includes chapt bank account, life insurance, stocks and bonds, 
real estate, a stment trusts. There is an abundance of wholesom 
advice in thes The various sources of financial] information at 
described bri ; emphasis on the Babson services than might hare 
been expecte Babson “continuous working plan for your money 
is explained iil. Emphasis is placed as usual upon the basic law of 
action and react nportance of the church and religion as the bu! 
wark of invé ; (p. 183), and the belief that he who cor 
tributes the greatest service will reap the greatest profits. 
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parrette, D. D. Uniform cost accounting in the retail lumber business. 
Official pubs., vol. xii, no. 5. (New York: National Assoc. of Cost Ac- 
countants. 1930. Pp. 388-398. 75c.) 

Beate, A. A. Cases and materials in the law of corporation finance. (St. 
Paul: West Pub. Co. Pp. 950, approx. $6.50.) 

Biemstern, P. Trusts de placement en Angleterre. (Riga: Valters & Rapa. 
1930. Pp. 187.) 

Bowe, J. A. Education for business management: the case for the further 
development of educational facilities. (New York and London: Oxford. 
1930. Pp. 208. $1.50.) 

turton, J. H. Investigations: accountancy and financial. (New York: 
Pitman. 1930. Pp. 172. $1.50.) 

Castennotz, W. B. The analysis and control of distribution costs. Official 
pubs., vol. xii, no. 4. (New York: National Assoc. of Cost Accountants. 
1930. Pp. 277-288. 75c.) 

CastennoLtz, W. B. The control of distribution costs and sales. (New 
York and London: Harper. 1930. Pp. viii, 194. $8.50.) 

One of the significant trends in business is the increasing attention given 
to distribution problems. Executives everywhere are scrutinizing their 
sales organizations with a view to eliminating inefficiencies and devising 
new and cheaper methods of distribution. It is natural that in their ap- 
proach to this problem they should seek aid in the form of accounting 
analysis and control. Mr. Castenholz’s book is a pioneering attempt to 
apply this type of analysis to sales activities, and as such will be read with 
interest by business men, accountants, and economists. 

The book contains eleven chapters of which the first four develop the 
importance of the cost approach, the fundamental nature of the produc- 
tion and distribution functions, and the need for market analysis and 
sound selling plans. The other seven discuss the problems of analysis of 
distribution costs and the application of budgetary control to these activi- 
ties. Illustrative figures and analyses are used throughout to clarify the 
exposition. 

It is to be expected that early attacks upon new problems will arouse 
disagreements and this book is no exception. There will be some further 
disappointment that the author failed to carry his analysis into other 
methods of selling than by means of salesmen, and to develop his methods 
so as to show more effectively managerial responsibility. However, any 
book which advances our understanding of the difficult problem of analysis 
of distribution costs is a contribution. 


W. P. Fiske 


Cuurcu, A. H. Overhead expense in relation to costs, sales and profits. 
(New York: McGraw-Hill. 1930. Pp. viii, 418. $5.) 

The tendency in industry is steadily in the direction of the substitution 
of overhead for labor. It is therefore of value to receive from time to 
time new statements of the theory of overhead, particularly from an author- 
ity so generally recognized as Mr. Church. This book contains an ex- 
tended discussion of the nature of overhead, the necessity for departmental 
distribution, and the development of process rates for the charging of over- 
head to the product. The importance of setting up accounts with the 
object of current control of expense is emphasized. In particular the 
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chapter ent ntrolling cost reduction”’ is a stimulating qj; 
cussion of to the lem of reduction of expenses, 

I'he bool Mr. Church’s support of the supplementary ri, 
There is n let dis ussion of the time divisor to be used iy 
determining rate. In spots the discussion seems to be und); 
drawn out. : as a whole, however, is a valuable contribution ty 
accounting a literature. 

W. P. Fisk: 

CorpDE.LL, H. W redit in the retail furniture trade. Ohio Stay 
Univ. studi Columbus: Ohio State Univ. Press. 1930. Py 
154. 50c 

A first-har ition. According to the author, “the percentage o 
total sales 1 stalment plan in furniture stores was, on th 
whole, quit t being the average for 90 stores that reporiej 
the distribut les as between instalment and other kinds of 
sales. Only e 90 stores reported instalment sales of less 
than 50 per les; on the other hand, 54 per cent made 75 
per cent or n es on the instalment plan. An average of the 
figures given ent stores shows instalment sales to have been 
7.6 per cent 3. Obviously, the percentages were far higher 
in divisions ls were sold on the instalment plan. The in 
stalment sale 8 department stores averaged 65 per cent of 
total furnitu1 

Davipson, C. hain stores and how bod run them. (New York 
and London 1930. Pp. viii, 353. $5.) 

Assembles 1thered from the experience of wholesale grocers 
who are opt ntary chains, of retailers, and of manufacturers in 
the food indu ls with plans of organization, layouts and stock 
arrangement, 11 equipment, advertising, delivery, store locs- 
tions, and p! 

Dopp, D. L. & he judicial valuation of property for stock- 
issue purposes York: Columbia Univ. Press. Pp. 840. $4.75. 

Evprince, F. | ing and selling abroad. (New York: Harper. 
1930. Pp. v 

Evuiott, M. a1 G. E. Earnings of women in business and th 
professions. ness stud., vol. iii, no. 1. (Ann Arbor: Uni 
of Michigan. 15 

Emmet, B. D recent policies, costs and profits. (Stanford 
Univ., Calif Un Press. 1930. Pp. xxiii, 214. $4.) 

Fitene, E. A. tock plan. (New York: McGraw-Hill. 1930. 
Pp. xiv, 253. 

Fisher, E. M principles of real estate practice. (New York 
Macmillan. 1 , 522. $3.50.) 

The auth with the Institute for Research in Lani 
Economics at ,£ Wisconsin, later educational director fot 
the Na itiona f Real Estate Boards, going from the Jaiter 
position to tl p of real estate at the University of Micti- 
gan, and in i1 ing in a considerable amount of practical resl 
estate activit nes, therefore, an academic background with 


foreground of xperience. It is refreshing, for instance, to find 
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a writer on real estate warning his readers at the outset that “the general 
principles governing successful real estate activities are for the most part 


vi sale unknown” (p.v.) ; conceding that the average real estate dealer finds it 
used is difficult ‘‘to drop the role of tradesman and wear with ease the costume 
unduls of the profession” (p. 12); and that the factor which tends most to dis- 
sion b tort the real estate market . .. is probably the influence of salesmanship” 

(p. 144). Such detachment of viewpoint and broad perspective upon his 
Poems own specialized field, we take it, reflect the author’s academic background. 

His practical experience is reflected in the wealth of illustration and the 
io Stas realistic analysis and discussion of the processes of the real estate market, 
0. Py real estate advertising, selling, subdivision, and land planning. 

» In a general work covering such a broad field as real estate, organization 
tage of of material and clarity of treatment are the essential qualities, and Pro- 
ae th fessor Fisher’s Advanced Principles has both of these characteristics. 
eporiel His chief contributions toward a further extension of the subject are in 
inds of his discussion of the factors affecting urban land uses, in Chapter 7, and 
of len the elements that influence the real estate market, in Chapter 8. 
ade 73 One of the penalties of a comprehensive treatment of a whole field, how- 
sof the ever, is the necessity of treating some topics with a brevity and generality 
ve been that at times become almost misleading. It would seem to the reviewer that 
higher this is somewhat the case with the chapter on “Real estate taxes and assess- 


The in ments.” When the question of the incidence of taxes on improvements has 
, to be dismissed with a paragraph to the effect that such taxes “are usually 


= shifted to the tenants of the property,” it would seem better to have 

© York omitted the topic. But even in this chapter it is interesting to find a 
rea] estate specialist conceding that the single tax ‘“‘undoubtedly has merit, 

grecen particularly when applicable to future increases in value” (p. 338). 

ln to Such unconventional slips from professional etiquette add real interest 

1 stock to the work, coming from one with both university training and business 

i Lees. experience. And in spite of both handicaps the author has retained a 

simplicity and clarity of style that gives his work an unusual quality of 

readableness. 

B4.75. Hersert D. Simpson 

aap Fow.er, J. F., Jn. Introduction to Wall Street: a practical guide book for 

ad th the investor or speculator. (New York and London: Harper. 1930. Pp. 

Unit. xiii, 265. $3.50.) 

This volume, written in a simple, direct style, can be recommended as a 
saferl clear, elementary exposition of the machinery and functions of what is 
generally termed “‘Wall Street.” In spite of the fact that numerous books 

1930. in this general field have appeared during the past year, there was still 
a need for such a work as the author has now made available. After a 
York: brief description of the different kinds of stocks and bonds, attention is 
directed to the structure and operation of the New York Stock Exchange, 
Land the technique of buying and selling securities, and the principles of in- 
soe fet vestment. There are good chapters on the methods used by speculators, 
Jaiter the money market, and trading on the commodity exchanges. 
Michi- Cuartes S. Tipprerts 
al real 
with 8 Fraser, C. E. Problems in finance. 2nd rev. ed. (New York and London: 


to find McGraw-Hill. 1930. Pp. xxv, 801. $5.) 
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‘st published in 1927. Contains nearly 109 
are taken from actual business experience, 
losophy of production: a symposium. (New 
v, 259. $4. 

book in the hope that he will obtain a unified 
the problems of present-day production, he 

is a mélange of a dozen different views and 
ny different authors generalizing about the 


means of securing the best results under the 
rganization. Needless to say, the quality and 


losophy” varies enormously from author to 
\f the merits and defects of any symposium. 
1 in his own line, and several have achieved 

r words command careful attention if not 
ributors there is little disagreement and even 
is riding his own hobby without regard to 
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New York: National Assoc. of Cost Ac- 
75c.) 
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Hutt, R. S. Casualty insurance accounting. (New York: Ronald. 1930. 


Pp. xii, 325. $10.) 
A contribution to specialized accounting. The author was aided by an 
advisory committee of the Casualty Actuarial Society. 


Ketty, F.C. Why you win or lose: the psychology of speculation. (Boston: 


Houghton Mifflin, 1930. Pp. xiv, 177. $2.) 

The author gives a highly interesting description of his personal ex- 
periences in playing the stock market. His success, he claims, has been 
due to the fact that he has refused to follow the great mass of stock market 
speculators, for a large majority of those who buy and sell stocks are al- 
ways wrong. Every time he followed a “tip” or acted on “inside informa- 
tion” or did what seemed to be logical or wise, Mr. Kelly lost. In other 
words, the way to win is to be contrary, for nearly everything you see or 
hear proves to be incorrect. The greatest enemies of stock market success 
are vanity, greed, and the wish to believe those rumors which will make 
money for the speculator. Pools get the blame for what is really the 
greediness of the public. When the broker calls for more margin, advises 
Mr. Kelly, do not give it to him. Let him sell enough shares to make up 
the difference. 

Cuartes S, Tipperts 


Kester, R. B. Accounting theory and practice. Vol. I. 8rd ed. (New 


York: Ronald. 1930. Pp. xx, 835. $4.) 

This is a second revision of Professor Kester’s well-known work origi- 
nally published in 1917. Two chapters, “The manufacturing corporation” 
and “The voucher system,’ have been moved forward from Volume II. 
The order of chapters has been rearranged and the treatment is more ex- 
tended, over two hundred pages being added to the book. There is az 
increased emphasis upon the analytical aspects of the subject and a de- 


creased emphasis upon mechanics and technique. 


Knapp, C. H. Allocation of selling and administrative costs to the article 
of sale. Official pubs., vol. xii, no. 4. (New York: National Assoc. of 
Cost Accountants. 1930. Pp. 289-304. 765c.) 

LircurieLtp, A. C, and Sprinine, C. M. Cost accounting in tire production. 
Official pubs., vol. xii, no. 9. (New York: National Assoc. of Cost Ac- 
countants. 19381. Pp. 747-759. 75c.) 

Loucks, W. N. The Philadelphia plan of home financing: a study of the 
second mortgage lending of Philadelphia building and loan associations. 
(Philadelphia: Univ. of Pennsylvania Press. 1929. Pp. iii, 67.) 


Financing the purchase of homes through second mortgage lending has 
been practised extensively for a long period of years by Philadelphia 
building and loan associations. Elsewhere in the United States, with the 
exception of Baltimore where the plan has been “used to a slight extent,” 
it is “scarcely known and almost entirely unused” (p. 2). In order that 
other cities may benefit from the experience of Philadelphia, an impartial 
investigation of the operation of the “Philadelphia plan” is necessary. 
Mr. Loucks’ survey and evaluation of the plan fulfil this very need. 

Mr. Loucks begins his study with a brief exposition of the Philadelphia 
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plan. A Ph purchaser, under this plan, may make , haa 
“down payme . lly not in excess of 20 per cent of the ys 
purchase pri property; borrow “‘an additional 50 per cent of Bes 
the purchase bank, insurance company, or private lender oy ae 
the security of teage; and borrow “the remaining 30 per cent” i 
of the purchas security of a second mortgage from a building Ch 
and loan associati p. \t the present time building and loan 
nancing in ot! limited to first mortgage loans, or to second pe 
mortgage loan: vhen the first also is held.” The distinguishing tio 
feature of the plan is precisely this: a Philadelphia associa- Part 
tion will loan ty of a second mortgage “after some other an 
financing agen nted a first mortgage loan.” The borrower agrees * 
to repay the | nstallments which will extend over a period D [ 
of about 11 to p. 1). 

In his appr plan, Mr. Loucks applies two major tests: The 
First, he com} »f second mortgage loans in Philadelphia Y. 
with the cost oans elsewhere; and secondly, he computes a 
foreclosure and ntage to ascertain the degree of risk of loans of 
secured by sec es under this plan. In both respects he con- * 
cludes after ca ition that the operation of the Philadelphia ti 
plan has been wry.” “. .. . the cost of money borrowed 
under this plan | per cent to 12.8 per cent .... (the usual J 
cost) tending t former than the latter” (p. 23). Relatively i 
to conditions in o he states that “the maximum cost experienced . 
by any importa rowers in Philadelphia is the minimum cost 
experienced by a nt group of borrowers elsewhere” (p. 30). lo 
regard to the 1 | mortgage loans, he finds that, during a period ‘“ 
of approximate] he $13,336 loss experienced by these associa- ~ 
tions, when exp percentage of their present aggregate assets, . 
becomes 88/10, r cent (p. 35). Such small losses on fore- D 
closures prom] rgest that “second mortgage loans in Phila- p 
delphia may be n the low costs which have been found to 0 
prevail are unr h when compared with the actual risk in g 
the investment’ He qualifies the above conclusions, however, 
with the frank ¢ nt that these tests were applied under favor- ( 
able market c real estate values in Philadelphia were 4 
rising during t years embraced by his study. Under less } 
auspicious circum operation of the plan, he carefully points ; 
out, might not | ly successful. t 

Mr. Loucks is \f the limitations to which any statistical i 
study such as | jected. The most serious was the inability 
to get certain ii mation “‘which, had it been obtainable, would 24 
possibly have « 1 or strengthened the conclusions” (p. 
Furthermore, t! hich the investigation is based include only RA 
“23 per cent of ng and loan assets of Philadelphia” (p. 3 
or 228 building ciations out of a total number of 3,428 
(p. 2). The 1 results, therefore, depends upon the con- 
pleteness of his nd the adequacy of his sample group of 
building and loa ;. But whatever modifications, if any, maj 
be made of his « st wait upon a broader basis of fact. 


R. H. Lounssury 
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tveas, D. B. and Benson, C. E. Psychology for advertisers. (New York 
and London: Harper. 1930. Pp. xv, 351. $3.50.) 
Mean, E. S. Corporation finance. 6th rev. ed. (New York and London: 


r on Appleton. 1930. Pp. 728. $3.50.) 

ent” Nasu, A. J'he golden rule in business. Enl. and cor. ed. (New York and 
ding Chicago: Fleming H. Revell. 1980. Pp. 188.) 
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Ostiunp, H. J. Cost analysis for wholesale operations with special reference 


ond to wholesale druggists. Official pubs., vol. xii, no. 7. (New York: Na- 
hing tional Assoc. of Cost Accountants. 1930. Pp. 569-605. 75c.) 


Parke, W. I. Planning and installing systems. Official pubs., vol. xii, no. 8. 
(New York: National Assoc. of Cost Accountants. 1930. Pp. 665-680. 
75c.) 

Parry, C. L. Insurance trade press advertising. (Columbus: Ohio State 

Univ. Press. 1930. Pp. vii, 54. 50c.) 
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ests: Pucxert, A. L. and Mikxesett, R. M. Introduction to accounting. (New 
phia York: Macmillan. 1930. Pp. xvii, 874. $1.75.) 
adie This text has been designed for a one-year course in the fundamentals 
— of accounting. Only so much of the routine and technical procedure has 
— been introduced as is necessary and desirable for analysis and interpreta- 
hia tion of the underlying principles. 
wed The first chapter gives an interesting though necessarily brief history 
sual of the development of accounting, pointing out its usefulness and im- 
vely portance to civilization from the times of the ancient Egyptians and Baby- 
need lonians to the twentieth century. 
coat Approaching accounting by way of the balance sheet and profit and 
Ih loss statement in chapters 2, 3, and 4, the authors proceed directly in the 
riod succeeding chapters to the analysis of business transactions and the records 
ocia- made of them in the appropriate books. Each chapter is followed by a 
sets, series of questions and short problems. At strategic points relatively long 
fore- problems have been introduced to correlate and integrate the principles 
hila- previously introduced. With a few exceptions, notably the substitution 
id to of gross margin for gross profit (p. 33), the terminology is that now in 
k in general use. 
ever, The chapters on partnerships and corporations contain a wealth of 
vor- descriptive material concerning the many varieties of such organizations 
were and their legal setting. Many will feel, however, that too little attention 
less has been devoted to the analysis of some of the problems. For example, 
pints reserves and appropriated surplus are not discussed at all, and though 
the distinction between capital surplus and earned surplus is made, its 
importance is left largely to inference. 


ould Ravin, M. The lawful pursuit of gain. (Boston and New York: Houghton 


$). Mifflin. 1981. Pp. 144. $1.25.) 

only tAUTENSTRAUCH, W. The successful control of profits. (New York: 

). 3) Forbes Pub. Co. 1930. Pp. xvi, 289. $3.) 

428 The thesis of this work is the development of methods and technique 

com- for the analysis of the business enterprise along economic lines. The im- 

p of portance of a factual basis for control is repeatedly emphasized. The 

may relationship of costs and volume of production to profits is developed 
through the idea of break-even chart. 
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Rees, R. I. P nent. (New York: Alexander Hamilton Ips 
1930. Pp. 

Ricuarps, W. , trade-marks and copyrights, law and practice 
Edited by O ed. (New York: Richards & Geier. 1939, 
Rosinson, G. nistration of standards and their flow through th 
various act Official pubs., vol. xii, no. 6. (New York: National 

Assoc. of Cost nts 1930. Pp. ‘ 485-499. 75c.) 

Rorew, C. R. vestment in hospitals: the place of “fixed charges” 
in hospital financi | costs. Pub. no. 7. (Washington: Committee oy 
Costs of Me ) 17th St., N. W. 1930. Pp. 44.) 

Rose, T. G. / ts: a Repl explanation of the various types of 
charts used f the principles serge the correct presen. 
tation of fa m ht (L ondon and N Yew York: Pitman 
1930. Pp 

ScuHactTer, H. \ le department store management. (New York 
and London 1930. Pp. xii, 207. $4.) 

A business k by a general manager of department stores, 
Deals with } issification of departments, reports, mark-downs, 
advertising s nd other factors which affect profits. The chapter 
on “Waste it is of special interest in connection with the 
problem of « 1 marketing. 

ScHNACKEL, H »f business reasoning. (New York: Wiley 
1930. Pp. 

ScHWENNING, Management problems with special reference 
to the tezti Chapel Hill: Univ. of North Carolina Press 
1930. Pp. 

Contains a ered at the University of North Carolina, 1929- 
30. Three of es deal with textile problems; two, with personnel 
problems; fo ed problems. 

Sexeson, L., c Distribution of property of decedents in the state 
of New Yorl ‘ federal and New York estate tax rates. 5th 
rev. ed. (New Surety Co. of N.Y. 1930. Pp. 46.) 

STEPHENSON, G h executor and trustee business through the eyes 
of an Ameri New York and London: Harper. 1930. Pp. 
Xlv, 262. 4 

Sturces, W. A yn commercial arbitrations and awards. (Kan- 
sas City: Ver 5 Co. 1930. Pp. x, 1082.) 

THomason, C., problems and cases, revised. (Rochester: 
Rochester A Mechanics Inst. $1.75.) 

Wuirney, R. \ddress before the Illinois Chamber of Con- 
merce at Ch 10,1930. (New York: N.Y. Stock Exchange. 
1930. Pp. 2: 

Certified publi ws of the United States. (New York: Century. 
Pp. 255. $3 

Consumer anal r Milwaukee market. (Milwaukee: Journal 
Co. 19380. I! 

The financial 7 nt stores. Bull. no. 32. (Urbana: Univ. of 
Illinois Burea Research. 1930. Pp. 37. 50c.) 

Financial statem ial 1 ts to stockholders of industrial and mer 
cantile compa _ Metropolitan Life Insur. Co. Policy: 


holders Servi: 30. Pp. 72.) 
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Rational organization and industrial relations: a symposium of views from 
management, labour and the social sciences. (The Hague: International 
Industrial Relations Assoc., Javastraat 66. 1930. Pp. 279. H.Fl. 8.50.) 

From the wordy papers contributed to the 1929 meeting of the I.R.I. 
the reader will gather that liberal, professional, managerial thought is en- 
larging its concept of scientific management to include rational and socially 
useful organization, not only of factories, but of industries and of national 
economic life. The main emphasis, however, is still on techniques and 
procedures for accomplishing matters of lesser scope. Some of the French 
and Germans are able to infuse a certain lively spirit into generalities 
which, in the Anglo-Saxon papers, sound barren and unconvincing, but 
these contributions the reader is likely to miss unless he can tackle those 
languages. An English translation fails to recapture M. Dubreuil’s illum- 
inating plea for rediscovering an “inner urge” to production, and Hans 
Mars’ striking and frank discussion of non-coédperative attitudes in in- 
dustry—far and away the best paper in the collection—has not been 
translated. Here at last one comes to grips with fundamental realities 
which most industrial relations experts are too hopeful, or too diplomatic, 
to attack: technological unemployment, restrictive commercial policies, con- 
flicts between public and private interests are examined for their present 
and actual bearing upon industrial relations, and specifically, upon the 
willingness of workers to codperate in rationalization. In contrast with 
many pages of wishful thinking, this section stands out for its keen and 
realistic analysis. 

Jean ATHERTON FLEXNER 


Capital and Capitalistic Organization 
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Baver, J. Standards for modern public utility franchises. Pub. no. 17. 
(New York: Municipal Admin. Service, 261 Broadway. 1930. Pp. 36.) 

Dorav, H. B. Materials for the study of public utility economics. (New 
York: Macmillan. 1930. Pp. xxvii, 975. $5.) 


This collection of readings or materials covers practically every economic 
or business aspect of the regulation and operation of public utilities. It 
presupposes on the part of the reader a knowledge of the elementary 
principles of economics and accounting as well as some familiarity with 
terms descriptive of the utility industries. Although it is one of the social 
science textbook series edited by Professor Ely, the book is adapted as 
much to the needs of the general reader and public utility officials as to the 
use of the college student. The materials are drawn from a great variety 
of sources, including articles in leading law and economic journals, govern- 
ment reports, articles in engineering and utility magazines and publica- 
tions of utility companies and associations. The preface states that in the 
selection of these materials the objective has been to present the varying 
and often contradictory arguments and opinions of different individuals 
and interests. But, of course, even the compiler of a volume of readings 
exercises the power of choice. In general, the arguments and opinions 
given represent variations within the middle ground on most controverted 
matters rather than extreme points of view. The contents of the bapk are 


3 
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about eq veen problems of management and problems , 


At first bout one-fourth of the book, discuss the his. 
torical d the utility industries, their economic characterist). 
and their bi organization. This is chiefly deseriptir. 
material. ons on the historical development are nec. 
sarily frag , ne may question whether a more concise present;. 
tion might ym the pen of a single writer. There appeay 
to be littl lmitted historical data presented by differen: 
writers. A ty which is probably unavoidable in a book on th 

conomics ,’ is the fact that readers who already have, 
fair under ration finance, taxation, and labor problen; 
will find s tions in chapters that treat of public utility 
problems what lacking in freshness, while those w 
have no k will sometimes fail to follow the discussions, 
At first er on the ownership of public utility enter. 
prises ma 1e readers inadequate, because, saving one shor! 
article by I largely descriptive. But the reviewer agres 
with the s Dorau that much of what has been written » 
this sub} nd not especially enlightening. 

The sul ic regulation, although considered especially in th 
chapters o tus of utilities, on the development of regulator 
measures & ition of property and plant, appears in othe 
sections 0 1, rate of return and the like. The materials » 
legal asp are magazine articles; and the selection js 
excellent. vy is involved, one questions whether one or tw 
opinions ; Supreme Court should not have found: 


But the riticisms of relatively minor matters. T! 
selections xceedingly well chosen and the interpretative 
notes and s by the author are high in value. Finally, the 
general to , which gives the reader the impression thi 
a conscio ng made to present facts and analyses rath 
than “‘a ca nst the utilities, is one that should appeal to a 
serious st tility economics. 


F. B. G. 


GRONINGER, ty rate-making and court review of rate orden 
Rochester Pub. Co. 1930. $7.50.) 
D. } S. The public control of business: a study if 

ust public regulation and government participatin 
in business Harper. 1930. Pp. xi, 267. $2.25.) 
The aut covernment supervision of business will preset 

a pivotal the next decade, and therefore they attempt ® 
cover in on ree major methods for effecting such control- 
UI mission regulation of concerns affected wi 
a public it rnment participation in business. The boot 
is not mea substitute for the specialized studies in 
ield like t Watkins, Seager and Gulick, Glaeser, Baue 
lark, and ¢ the National Industrial Conference Bost 
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ZevtueNn, F. Problems of monopoly and economic welfare. 
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One is reminded of Britain’s Industrial Future, the report of the Liberal 
Industrial Inquiry that attacked the same problem and did so in the 
same spirit. Keezer and May are liberals in the modern meaning of the 
word, liberals as the English liberal manifesto of 1928 coined them in 
phrases that may well be called classical in the future. ‘““Liberalism stands 
for liberty, but it is an error to think that a policy of liberty must be 
always negative, that the state can help only by abstaining from action, 
that invariably men are freest when their government does least.” 

In this spirit Keezer and May demand a drastic overhauling of the 
system of government control of business in this country and make a 
strong case for the regular use of public interest regulation and public 
participation in business as forms of control to supplement anti-trust 
action. The authors believe that a central agency would be needed to 
correlate the anti-trust laws, public regulation and government ownership 
and operation as parts of a flexible scheme, to prevent the continual danger 
of working at cross purposes. As examples for the lack of such correla- 
tion in the past, the authors quote the attempts of restoring competition 
in the meat packing industry and the duplication of efforts in working 
independently on the same problem, such as that of the Federal Trade 
Commission and Department of Justice in dealing with resale price main- 
tenance. 

Rosert M. WeipENHAMMER 


Napter, M. Corporate consolidations and reorganizations. 
Alexander Hamilton Inst. 1930. Pp. xviii, 350.) 

Parker, J. S. and Smirn, J. B. R., editors. The corporation manual: 
statutory provisions relating to the organization, regulation and taxation 
of domestic business corporations, and to the admission, regulation and 
taxation of foreign business corporations, in the several states, territories 
and districts of the United States. 31st ed. (New York: U. S. Corp. 
Co. 1930. Pp. xv, 2624.) 


(New York: 


(London: Rout- 
ledge. Pp. 152. 7s. 6d.) 

Electrical Estimators’ Association: investigation into an alleged combine 
of electrical contractors in the city of Toronto. Report of commissioner, 
October 4, 1980. (Ottawa: H. M. Stationery Office. 1930. Pp. 12.) 


Labor and Labor Organizations 


NEW BOOKS 


Apams, W. W. 
year 1928. 
20¢.) 

3eratunpb, A., Srarines, G. T. and pe Vyver, F.T. Labor in the industrial 
South. (University, Va.: Institute for Research in the Social Sciences. 
1930. Pp. xiii, 176.) 

This book is devoted to a study of certain aspects of the furniture, lum- 
ber, and cotton manufacturing industries in the South. It is one in the 
important series of monographs of the Institute for Research in the So- 
cial Sciences at the University of Virginia. ‘The economic life of the 


Quarry accidents in the United States during the calendar 
Bull. 825. (Washington: Supt. Docs. 1930. Pp. v, 103. 
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South. particular transition from agriculture to industry, is a rich 
mine in which to d nd the r _ are of interest to the widest circle 
of scholars and t men. The chief contribution of the present study 
is in the tables a ts showing wage differences and wage trends 
in the Northern a Southern cotton factories. For twelve selected cotton 
mill occu pations full-time weekly wage in the South in 1928 
was $5.70 less that the North; the average actual wage was $6.71 
less in the Sout! ’ ‘ted that while New England operatives are 
supposed to wor! rs than Southern operatives, in 1928 the 
former actually nger hours than the latter. This study gives 
too little attention 1 nees in skill in the same classifications of 
workers North and § point which is properly stressed in the recent 
volume of Profs C. T. Murchison, King Cotton Is Sick. Helpful 
additions are ma to our knowledge of the comparative prices 
of food in Northe: nd Southern communities; small difference was found. 
except that meats n the North. The chapter on welfare work 
is general, but m | distinction between the extra-manufacturing 
expenditures of } s, in suburbs, and in the country. ; 


Broapus 


Berman, E. Labor Sherman act. (New York and London: Harper. 
1930. Pp. xviii, 33: 

Beveripce, W. H. | yyment: a problem of industry (1909 and 1930). 
New ed. New } Longman 1930. Pp. 541. $7.50.) 

Dunn, R. W. and H |. Labor and teztiles. (New York: International 
Pubs. 1931. Py p2.) 

Epcerton, J. E. A ! for the South. Address before the Insti- 
tute of Public A the University of Virginia at Charlottesville, 
August 5, 1930. |! nted from August issue of American Industries. 
(New York: Nal f Manufacturers, 11 W. 42nd St. 1980. 
Pp. 12. 

Haser, W. Indust tions in the building industry. (Cambridge: 
Harvard Univ. P Pp. xviii, 593. $5.) 

Hosson, J. A. Ra nd unemployment: an economic dilemma. 
(New York: Ma 1930. Pp. 126. $1.75.) 

Intyeratvi, L. I. J len und wirtschaftlichen Verhdltnisse der Ar- 
beiter in Buda; Budapest: Kommunal-Statistisches Amt. 1930. 
Pp. 38*, 1143 

In Hungarian and ¢ 1a 

Mussey, H. R. Un t: a practical program. (New York: League 
for Independent Action, 52 Vanderbilt Ave. 1980. Pp. 12.) 

Reep, L.S. The l phy of Samuel Gompers. (New York: Co- 
lumbia Univ. Pres Pp. 190. $3.) 

A broad familia the labor movement, an accurate knowledge of 
the history of the A Federation of Labor, and an exhaustive study 
of the writings, utt | activities of Mr. Gompers have been con- 
bined to produce he subject has been broken down into eight 
main divisions cov f its most important aspects, and the significant 
pronouncements leration’s long-time leader then brought to 
gether to create b ind chronological exposition of Mr. Gomp- 


ers’ emotions, tho ictions. 
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h It is doubtful if so human and inconsistent a body of doctrines as those 
le Dr. Reed describes should be characterized by so broad a term as “phi- 
y losophy,” for few inclusive and enduring policies that were continuously 
s and progressively applied can be found. It is impossible to classify Mr. 
in Gompers in any school of thought and keep him there. At times he was led 
8 by positive enthusiasms; again by antagonism or hatred; at another period 
1 by the necessity of following the crowd; frequently by personal ambition. 
re His conclusions and policies varied with the motives by which he was 
le guided. Only with the shibboleths of “voluntarism” and ‘‘more now’”’ did 
eS he perpetually drive ahead. 

of Early in life Gompers was a professed and active socialist, but on being 
nt convinced that such a movement was inopportune he became indifferent. 
ul Later, the inside attacks of the socialists upon his cherished plans provoked 
eS an active hostility that finally grew into an obsession of hatred. The book 
d, discusses similar developments or changes in many other aspects of his 
rk work, such as politics, the state, industrial unionism, international labor 
1g relations. In all of them we find dogmatism, vacillation, irrationality, as 


well as, occasionally, clear thinking and industrial statesmanship. The 
things close at hand were all-dominant; they sufficed for great accomplish- 
ment in the early days, but they brought a stop to progress in the final 
vears. 
The author has not written a labor history nor a biography, but he has 


). given us a large amount of organized material that affords much help in 
explaining what has been happening in the American labor movement dur- 
al ing the past forty years—and why so little is happening now. 


D. Strone 


le, Rocuester, A, Labor and coal. (New York: International Pubs. 1931. 
8. Pp. 255. $2.) 
0. Srewart, B. M., and others. Unemployment benefits in the United States: 


the plans and their setting. (New York: Industrial Relations Counselors. 
e: 1930. Pp. xviii, 727.) 

Topes, C. Labor and lumber. (New York: International Pubs. 1931. 
a. Pp. 208. $2.) 

Wumor, J. Mr. Snowden at the exchequer: labour principles in practice. 
r- (London: The Labour Party. 1930. Pp. 15. 1d.) 
0. Wotrers, A. Amerikanische und deutsche Lohne: eine Untersuchung iiber 

die Ursachen des hohen Lohnstandes in den Vereinigten Staaten. (Berlin: 

Julius Springer. 1930. Pp. iv, 139.) 
. The age of admission of children to employment in non-industrial occupations. 
15th session, Ist discussion. (Geneva: Internat. Labour Office. 1931. 
Pp. 130.) 
Company plans for the regularization of plant operation and employment. 


Princeton: Princeton Univ. Industrial Relations Section. 1930. Pp. 
y 16.) 


~ Mimeographed sheets summarizing plans of Proctor and Gamble Co., 
ht Dennison Manufacturing Co., General Electric Co., Delaware and Hudson 
nt Co., Walworth Co., and Southern Pacific Co. 

Lo- Employee rating scales. (Princeton: Princeton Univ. Industrial Relations 
P Section. 1930. Pp. 11, mimeographed.) 


Describes different plans in current use. 
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Employee stock } d the stock market crisis of 1929. A sup- TT 
plement to em irchase plans in the United States, published .. 
in January, 1 New York: National Industrial Conference Boarg 
1930. Pp. 37. 
The present much reassurance that the movement toward infla 
employee stock has suffered practically no impairment” be. chat 
cause of the gre ck prices in the latter part of 1929. Several on } 
hundred employs rviewed in order to obtain first-hand data jp ton 
regard to the e1 reaction. 
ryt al tar 

The employment o nd young persons in Canada, (Ottawa: H.M ; 
Stationery Offic Pp. 139.) wou 

Hours of work in 15th session, item ii on the agenda. (Geneva: I 
Internat. Labour Off . Pp. 91.) as { 

Involuntary unem} Report of the Committee on the General Prob- the 
lem of Unemplo napolis: Indianapolis Employment Bureay, 
1930. Pp. 14. B 

Labour governmer policy: full speed ahead. (London: The 
Labour Party. 1d.) thar 

The Labour Part the thirtieth annual conference, Llandudno, incl 
1930. (London Party. 1930. Pp. 381. 1s. 5d.) the 

Middle-aged and « , California. Spec. bull. no. 2. (San Fran- Ana 

I an luc 
cisco: California I trial Relations. 1930. Pp. 98.) ial 
tre 

Organization to p yment in the state of Ohio, 1929 and 1930. 7 
(Washington: St 1930. Pp. 47. 10c.) 

Selected book list brary of an industrial relations executive. L00 
(Princeton: Pri | Industrial Relations Section. 1930. Pp. enol 
24.) All 

Vacations for indu s. (New York: Metropolitan Life Insur. nte 
Policyhold Bureau. 1930. Pp. 16.) | 

What’s wrong wit rvice? We want to know what you think. - 
(London: The | Pp. 8.) equ 

of { 
not 

M ;, Credit, and Banking 
au 
A Treatise on M ! ~ Maynarp Keynes. Vol. I. The Pure eco 
Theory of M Vol. Il. The Applied Theory of Money. (New ] 
York: Har« 5 1930. Pp. xvii, 863; viii, 424. $8.00.) 18, 
It is almost su] » comment on the outstanding importance leve 
of a treatise on | lems from the pen of Professor Keynes. to 

In the reviewer’s , the serious work of the next generation the 

on business cy: nking, and international finance wil 

be more profound) las the result of this than of any other book Inv 

which has been p the war. It is a masterly analysis, 

comprehensive, pet nd extraordinarily free from minor errors. um 

In a field which .ps more intensively cultivated during the 

recent years than branch of economics, Keynes says much or 

that is new, much new to those who do not read German, stil 

more to those who « | either German or D. H. Robertson. an 
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The scope of the book is narrower than the title would indicate. It 
‘; not a complete treatise on money—for instance, it does not discuss 
legal tender, the silver standard, the technique of currency stabilization, 
‘nflation as a method of taxation. The central theme is the effect of 
changes in the quantity of money (consisting primarily of bank deposits) 
on profits, productive activity, the distribution of income, and the crea- 
tion of capital. Since, however, these are precisely the aspects of mone- 
tary science in which the western world is just now most interested, it 
would be ungracious to complain of the omissions. 

The theoretical portion of the work may be summarized, inadequately, 
as follows: First (after an illuminating discussion of the problem of 
the measurement of the purchasing power of money) there are developed 
a series of “fundamental equations” of the purchasing power of money 
(Book IIL). These equations involve a much larger number of variables 
than do the equations of exchange made familiar by Fisher and by Pigou, 
including the efficiency of industry, the rate of formation of new capital, 
the volume of savings, the price levels of consumption goods and of pro- 
duction goods, the volume of foreign lending, and the balance of external 
trade. 

The discussion in Book III is highly condensed, yet it covers over 
100 pages. It is impossible in a brief review to recapitulate it fully 
enough to enable the reader to decide whether he finds it convincing. 
All that a reviewer can do is to suggest that any reader who is seriously 
interested in the range of problems indicated will find it worth his while 
to work through the formidable-looking (but not difficult) mass of 
equations. My own conclusion (reached in spite of preéxisting distrust 
of the monetary approach to cycle analysis) is that Keynes’ analysis is 
not merely mathematically sound but economically significant; that the 
equations do constitute a realistic description of characteristic current 
economic behavior. 

Perhaps the most important equation, for purposes of the later analy- 
sis, is the “second fundamental equation,” which states that the price 
level of output as a whole is determined by the ratio of income disbursed 
to the factors of production to the volume of output, plus the ratio of 
the excess or deficiency of savings as compared with the selling price of 


E I-S 
investment goods, to output as a whole (= a) + x 


time fluctuations in the general price level are due chiefly to changes in 
the second term of the equation which represents the net total of inflation 
or deflation, and also measures the net total of business profit or loss. 

In analyzing the causes of discrepancies between the rate of saving 
and the rate of formation of capital, Keynes follows closely in the foot- 
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steps of Wicksell, whose work he brings almost for the first time to 


the attention of readers of English. Discrepancies between savings and a 
“investment” (capital formation) are attributed to discrepancies be. dep 
tween the “natural-rate” and the market rate of interest. The natural- pre 
rate is the equilibrium rate which stimulates an amount of “investment” —_ 
sufficient to absorb the current amount of savings. By offering credit is n 
at a rate below the natural-rate, banks induce entrepreneurs to use more — } 
funds than the saving public is withholding from consumptive uses; by _ 
charging a rate higher than the natural-rate they discourage invest- rate 
ment, and cause its value to drop below the rate of saving. The one the 
process involves inflation; the other deflation. rab 
This doctrine, it will be noted, assumes as axiomatic that there is al- 38 
ways some rate which if effective would induce an amount of investment giv. 
just equal to the amount of saving which will take place at that rate try 
without evoking eit] n increase or a decrease in circulation. dey 
Under a money economy such an assumption does not seem to be valid. 
Under a barter economy, the amount of saving and the cost of produc- 
tion of new capital would necessarily coincide. But as soon as a mone- 
tary system is introduced it becomes possible to make individual savings 
either through the purchase of new capital goods or through the ac- 
cumulation of money ; and vice versa, to finance the production of capital 
either by borrowing from savers or by drawing on the stocks of money 
held by entrepreneurs themselves or by others as the fruit of past saving. 
There are now three variables; the willingness to save; the willingness to 
borrow in order to produce new capital; and the relative attractiveness 
as a store of value of monetary funds and of other investments. 
Equilibrium requires not only that the volume of investment be kept 
in line with the volu of saving; the demand for cash balances must 
be kept in equilibrium with the demand for securities. ‘The condition 
of equilibrium is no longer a single rate, but a rate structure. Dis- 
equilibrium can result from the appearance of a general desire to turn 
balances into goods or securities (the extreme case is a flight from the 
currency), or in the other direction, from a new preference for increased 
balances over new loans. In times when confidence in the future of in- 
dustry is high, the 1 which entrepreneurs are willing to pay for an 
amount of purchasing power equal to the current volume of savings may 
be higher than the maximum which can be bid without inducing holders 
of cash and “savings deposits” to disgorge them and add their reserved 
purchasing power to the flow of savings. Vice versa, in times like the 
present the demand rate of entrepreneurs for the amount actually saved 
may be lower than the minimum necessary to induce savers to loan out 
their savings for new investment purposes instead of holding them in 
cash. To be sure, equilibrium could be attained, in theory, in flush 
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to times if banks would pay interest on deposits at a rate higher than they 


and could get for loans; in depressed periods, by charging a fee for handling 
be- deposits, supported by a special tax on cash hoards. This, given the 
ral- present banking system, is a fantastic idea; but the situation which 
nt” would require it in order to attain equilibrium through rate adjustment 
edit is not fantastic. 

ore Keynes avoids this difficulty by a shift in the content of the term “nat- 


by ural-rate.’ At the outset (Chapter 11) the term means, as stated, the 
est- rate which would equilibrate the supply of funds offered by savers with 


one the value of investment goods. Later, however, “natural-rate” means the 

rate which would induce entrepreneurs to borrow the whole amount which 
al- is actually being saved, while “market rate” means the rate they are 
rent giving for that proportion of savings which actually goes into indus- 
rate try and not into liquidation of bank loans or accumulation of savings 


deposits. At least I so interpret the following passages (II, 373): 


luc- When prices are falling, profits low, the future uncertain and financial 
ine- sentiment depressed and alarmed, the natural-rate of interest may fall, for 
| a short period, almost to nothing. But it is precisely at such a time as this 
ngs that lenders are most exigent and least inclined to embark their resources 
ac: on long-term unless it be on the most unexceptionable security; so that the 
ital bond-rate, far from falling towards nothing, may be expected—apart from 
ney the operations of the Central Bank—to be higher than normal. 

ing. 

5 to Under such conditions there is apparently no natural-rate which, if 
ness it were made the bank-rate, would effect equilibrium. 

Professor Keynes’ program of monetary reform contains less that is 
ept new than does his theoretical analysis. The chief planks in his platform 
ust are an enlargement of the powers and responsibilities of central banks, 
ben and the promotion of co-operation between them. The chief instruments 
Dis- of the policy are discount rates and open market operations. 
urn As to the objective to be sought, and the practical tests of policy, 
the Professor Keynes’ discussion does not seem entirely consistent. In the 
used latter part of the book the assumption apparently is that stability of 
in- prices, stability of employment, and the equilibrium of investment and 
‘an saving all go together. For instance, “the test as to whether or not such 
nay equilibrium is being preserved can always be found in the stability or in- 
Jers stability of the price level of output as a whole” (II, 220; see also Chap- 
ved ter 88). But in Volume I both the fundamental equations and the discus- 
the sion show that the equilibrium of investment and savings, and the conse- 
ed quent maintenance of industrial stability, involve not stability of prices 
out but conformity of the trend of prices to the trend of “efficiency earnings.” 
| : “If money rates of earnings were uniformly fixed in relation to effort 
us 


... the price level would change (assuming investment and savings to 
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Vol. I, p. 166). This latter conclusion js jp 
lamental equation; the discussion in Volume 

m of the equation. If a change in prices 
productivity of human effort, effort-earn- 
ither the Keynes equations nor, I believe, 
that equilibrium will be disturbed. It fol- 
level against a downward tendency 

|| give rise to profits and initiate a cycle 


nge of viewpoint between the two volumes 

s. In Volume I (p. 17), “the main- 

and the optimum output” is endorsed 

n Volume II (p. 222) occurs the following 


h they will lend by reference to the quan- 

his practice is, of course, forced on them by 
Ist the heretics would have them determine 

of the factors of production available to be 

m propose to determine it by reference to the 


1 investment, though this is the only criterion 


Dil of prices, 


; to be the ultimate objective, and stability 
irrelevant. The heretics (whose view is 


v of the Federal Reserve Board as expounded 
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sons; but, if Keynes’ theory is sound, the elasticity of the circulating 
medium is the primary source of cyclical instability, and hence of the 
need for emergency funds. 

Cuartes O. Harpy 
Brookings Institution 


The Economics of Money, Credit and Banking. By F. Cynit James. 
(New York: Ronald. 1980. Pp. xvi, 482. $4.00.) 


To the great economic and social problems of an age there are always 
two approaches. On the one hand there is the radical approach pro- 
posing a greater or lesser reorganization and reconstruction of the 
economic order—an approach based upon the fundamental proposition 
that the existing system has been weighed and found wanting. The 
other approach finds little fault with the existing order per se, but has 
much to propose toward improving the utilization and control of the 
system. More and more frequently the latter viewpoint suggests that 
proper utilization and control of the economic structure are largely 
problems of prices which, in turn, represent derivatives of the principles 
and practices of public fiscal policy and private banking operation. 
Dr. James’ book will prove a welcome addition to the available discus- 
sions emphasizing the economic and social aspects of private and public 
fiscal policy. Structural and legal details are all but omitted from this 
volume which the author hopes will permit the reader “to see the financial 
system as a codrdinated organization and to appreciate some of the 
problems with which it is faced.” 

The first nine chapters are devoted to a rather careful statement of 
the usually presented principles of money and its co-partner, credit. Of 
these nine, two chapters are devoted specifically to the changes in mone- 
tary and credit theory and practice wrought by the World War. The 
next nineteen chapters consider banking organization and practice. 
Scattered among these nineteen chapters are some chapters discussing 
the distinetly theoretical economic and social aspects of credit policy. 
There is at the end a short chapter on the financial system as a whole 
and an appendix giving the charter and the statutes of the Bank for 
International Settlements. The point of view of the volume is that of the 
United States, although the reader cannot escape noticing the language 
and influence of British training on the author. 

Throughout the volume Dr. James is quite careful to indicate whether 
a given conclusion is applicable to a static or to a dynamic social order. 
It is the fundamental position of the author that stabilization of prices 
is necessary to stabilization of the economic structure, and he proposes 
that the banks should be able to stabilize prices by means of the stabiliza- 
tion of credit. However, it is admitted that the “willingness to hold 
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money” and t nspent margin” will vary enough from time to tiny 
to prevent con e stabilization. As a result of this theory, the author 
finds himself with a more or less unstable monetary policy even in a static 
order of soci: e ultimate control of economic fluctuations appean 


to rest not only in the control of the volume of credit (p. 106) but also iy 


the regulation of the use of credit. The latter lies beyond the jurisdiy. 
tion of private or public control in most modern economic structures, 


The author holds that the relations between the federal reserve systen 
and the gover! t ever become closer, but he does not believe this 
necessitates al mingling of politics and banking. The suggestion 


(p. 428) that by the federal reserve system might well supplant 
the present government regulation of private banking is worthy of some 
contemplation; | it is unfortunate that Dr. James does not give q ; 
more complet nt on the subject. The discussions of international * 
monetary and credit policy follow the work of Cassel. r 
Some criticism may be directed against Dr. James’ book on the ground ah 
that the arrangement beyond the first nine chapters seems illogical. oe 
Chapter 18 is wea [here are some trivial errors such as the first index 
number calculat (p. 45), which should be 109.09 per cent instead of f° 
109.9 per cent | (p. 61) the par of exchange for the pound sterling a 
is $4.8665 instead of “precisely $4.866.” National Banking act (pi 
196) refers to the Federal Reserve act. The discussion is not clear in ow 
making a distinction between money and mere purchasing power; nor is _ 
a sharp distinction made between credit and capital. Finally, some = 
readers will wish for a more complete discussion of the effects of monetary wer 
and banking p: pon the distribution of wealth and incomes. 
Although not ie will agree with the details of Dr. James’ theory, ae 
it is the opinion of the writer that the main arguments are sound and that we 
the book will find ny friends among teachers and students as well as _ 
among bankers v lo not confine their interest to the immediate details im 
of their own inst ) It gives a well-balanced presentation of both mt 
the gold and the credit problems of the world without entering into the cc 
individualities of nations and without proposing the destruction of 1 € 
pecuniary stru vhich has been erected over the era of modem * 
industrialism. 
Frioyp F. Burtcnett 
University of ¢ rnia at Los Angeles mu 
Banking Ratios: A Study of the Operating Results of Member Bank: ig 
with Special Reference to the Twelfth Federal Reserve District ane a 
to California. By Horace Secrist and Pow Lison. (Stan- 
ford University: Stanford University Press. 19380. Pp. xiv, 608 # 
$10.00.) i 
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This book is a sequel to the author’s previous study of Banking 
tandards under the Federal Reserve System: A Study of Norms, 
Trends, and Correlations of the Assets, Deposits, Expenses, and Earn- 
ings of M ember Banks. The earlier work was intended to reveal “banking 
tandards and interrelations of banking processes for member banks 
for a given period for the country as a whole and, for part of this period 
and for certain processes, for member banks in the Boston and in the 
New York Federal Reserve Districts.” The purpose of the present study 
as stated by the author is “to determine whether the same standards and 
interrelations hold for other places and for different groups at the same 
place.” The study summarizes the “standards and interrelations of bank 
operations for national banks, by cities, for the country generally, for 


" ‘ /~ member banks in the Twelfth Federal Reserve District, and in particular 
| for those in California.” = 
The book, as its name indicates, is a study of banking ratios. It is 
ground” attempt to determine, in part, certain important ratios of loans and 
logical discounts and of total deposits to earning assets ; of demand and of time 
hinder deposits to earning assets; of demand and time to total deposits ; of 
tead off cro’ earnings, of total expense and of net earnings to earning assets ; 
sterling and of total expense and of net earnings to gross earnings. The con- 
act (p clusions of the volume do not “constitute formulas for the operation of 
ene ts individual banking institutions” but should be viewed “for banks col- 
seen i lectively.” The author states that the following conditions tend to be 
—e normal positive correlation or direct association of ratios of: (1) gross 
» ie earnings, total expense, and net earnings to earnings assets with loans 
and discounts to earnings assets; (2) gross earnings, total expense, and 
theory. fam" earnings with demand deposits either to earning assets or total de- 
nd that posits; (8) total expense with gross earnings; and (4) net earnings with 
well af vO8S earnings. On the other hand, for banks similarly viewed, negative 
detail correlation or inverse association obtains for ratios of: (1) gross earn- 
f both ings, total expense, and net earnings with ratios of time deposits either to 
a. the earning assets or to total deposits; and (2) net earning ratios with 
cal» ratios of total deposits to earning assets. 


The results of this study provide a fund of information which should 
beuseful as a guide in the management of individual banks. These ratios 
and interrelations found to apply to the banks examined in the Twelfth 
Federal Reserve District should shed light upon banks in other com- 
munities even though the conditions are not identical. If these are 
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Banks “translated into rules for effective management, banks should,” according 
ot anda °° the author, “strive to secure (1) relatively high ratios of loans and 
(Star discounts to earning assets; (2) relatively high ratios of demand deposits 


‘o total deposits or to earning assets; and (3) relatively high ratios 


v, 608. 
; of gross earnings to earning assets.” ‘On the contrary,” it is stated, 
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as possible, having (1) relatively high 
rning assets; and (2) relatively high ratios 
ets or to total deposits.” 
is such ratios are, it should not be assumed 
Our banking system is undergoing gradual 
nges are: increasing volume of time deposits 
posits; increase in security business; exten’ 
‘owth in trust business; increase in collater] 
srowth of interest in international banking, 
rse of time produce new interrelations, 
nts are constantly taking place in banking 
litions in one bank with those of other banks 
One of the principal aims of the authors js 
s, trends, and interrelations of the opers- 
jualizing conditions are “observed and meas- 
ies.’ The results of the studies presented 
that there is a tendency for the various ratios 
ndency is demonstrated by the fact that, as 
larger and larger proportion of the earning 
discounts. The same principle applies to 
s (p. 12). These “regressive tendencies” of 
various studies forming a connection or thread 
1 whole. Such ratios may be taken not only 
curred in the past,” but, “in the absence of 
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should go far in upholding the idea that 
true in banking practice. Banking Ratios 
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Money Rates and Money Markets in the United States. By Wixrieip 
\V. Rrerter. (New York and London: Harper. 19380. Pp. xvii, 
259. $4.00.) 

In the past few years there has been accumulated a considerable body 
of data pertaining to the money market. The federal reserve banks and 
the division of Research and Statistics of the Federal Reserve Board 
have been responsible for much of this; and it is fitting that a member of 
the latter staff should undertake an organized and systematic study em- 
bodying the results of current work being done by that organization. 
The book under review, however, is more than a report of progress; it 
‘sa significant contribution to the literature of interest rates and money 
market conditions in the United States. 

We may define the general aim of this study as an attempt to discover 
from empirical evidence, taken from a test period 1917-28, how money 
rates move and how they are related, and what influences and limits are 
seen to exist to federal reserve action in regulating and controlling the 
fow of short-term credit to business. In other words it attempts to 
answer the questions: What money rates are there? How do they 
move? What monetary factors cause them to change? What are the 
cause and effect relationships between them? Which ones are basic? 
Are any of them subject to conscious control? What can the reserve 
hanks do to influence rates? This leaves unanswered the question of 
what the federal reserve policy should be, an inquiry which would in- 
volve the problem of how money rates influence business conditions. The 
author recognizes the importance of this problem in the preface and 
states his position; but he omits it from the text because he considers 
current findings inadequate to warrant more than tentative conclusions. 

The book contains eleven chapters and two appendices. A general 
description and classification of money rates is followed by a detailed 
quantitative analysis of fluctuations and differentials in these rates, and 
‘he relationship of reserve bank operations and member bank borrowing 
at the reserve bank to money rates. 

Comparisons are made of the three principal groups of money rates; 
namely, short and long-term open market rates, and customers’ rates. 
These show on the one hand “amazing similarity of movement” (p. 15) 
caused by outside factors affecting the market as a whole, and on the 
other hand, a variety of rates with fluctuations and differentials, es- 
pecially in the case of customers’ loans, “which express specific difference 
in the character of loans” (p. 18), and local supply and demand factors 
characterizing overlapping competitive markets (Chapter 5). 

The reserve banks exercise a general influence affecting the whole 
market, first, by stabilizing rates through open market operations and 
discount rate changes, and second, by changing pressure upon member 
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bank borrowings at the reserve banks. Changes in discount rates and 
in the volume of member bank borrowings find their first response jp 
open market rates and are subsequently reflected in bond yields and 
customers’ rates (pp. 60-61). It is in connection with customers? rates 
that the author makes his chief statistical contribution. Data on kind; 
of loans and raté irged were collected from banks in larger financia] 
centers and in smaller cities (see Appendix 1) and these are her 
analyzed by types, cities and geographical districts (Chapters 4 anj 
5). 

It is shown tha stomers’ rates respond to general credit condition; 
through membe1 k borrowings, which in turn reflect federal resery 
discount rates and open market operations. Local differences exist, 
however, even when such factors as risk, maturity and collateral ar 
the same, and are to be accounted for by special influences such as the 
quality and con itive standing of individuals, and the marked varia- 
tions between citi nd districts corresponding to differences in bank 
connections, size of local money market, geographical location. The 
personal characte f the bank-customer relationship reduces competi- 
tion between localities to the point where these local differences in de 
mand and supply factors are made effective in rates. The tendency of 
funds is to flow to large financial centers; and the great demand relative 
to supply in small communities accounts for the persistence in thes 
rate differentials. They are, moreover, maintained by differentials in 
banking costs. Costs, chiefly operating, are higher in the West and 
South, lower in the East, and by about the same margin as differences 
in rates. Should competition (by minimizing personal bank-customer re 
lationship) reduce rates to eastern levels, many banks in the West and 
South would be forced to suspend operations or to reduce costs. They 
are unable to do the latter because the same differences in local supply 
of funds which contribute to local differences in rates also contribute 
to differences in b ng costs and profits. 

Having concluded the treatment of the kinds of rates, their variations, 
and differentials in the competitive national market, and in loosely dis 
persed local markets, the author turns to the treatment of the initiating 
forces affecting money rates. He finds that the aggregate indebtedness 
of the member banks to the reserve banks constitutes one of the most in- 
portant single factors in money rate fluctuations. The basic factors 
which determine the aggregate indebtedness of member banks are those 
which affect the vi of funds available to the banks as a whole. Thes 
factors are known and can be measured with precision, and can be ar 
alyzed according to their origin. But to do so requires the use of a nev 


series of data bringing into a single statement all the factors affecting 
the demand for credit at the reserve banks. The construction of this 
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statement of debit and credit factors in the composite demand for reserve 
bank credit is described in Appendix 2. (Sce also Federal Reserve 
Bulletin for July, 1929, pp. 482-8.) 

Dominant forces affecting money rates during recent years are dis- 
cussed in Chapters 8, 9, and 10, which treat rate movements from 1917- 
98, in their historical setting. ‘The importance of the several sources 
of demand for reserve funds are here examined, and the extent to which 
this demand as a whole is satisfied through member bank borrowing de- 
scribed. This is a significant review of banking developments in the 
post-war period, and presents a convincing case in support of the view 
that open market operations are at least as important as discount rates 
in federal reserve credit policy, since by open market dealings reserve 
banks can consciously affect the forces causing member banks to borrow 
(tradition “forces” them to contract) ; and rate changes are reflected in 
these borrowings. 

Probably the most important generalization is that member bank in- 

debtedness at the federal reserve banks varies directly with fluctuations 
in the basic interest rates—which are then transmitted to the others. 
t is important, therefore, to examine why member banks borrow. The 
reader gets the impression throughout that member bank borrowings 
are causal in their effects; that rates go up when banks borrow, and 
down when loans decline. This controversial subject is highly impor- 
tant since it is the very basis of present federal reserve policy. 

The author’s analysis of the theories of why banks borrow, and the 
tests of their validity, is the most complete treatment of this subject 
known to the reviewer. Yet the reader is not entirely convinced of the 
adequacy of the explanation. If space permitted, the reviewer would 
like to support the position that the evidence seems to show that both 
rates and borrowings are affected by common causes, and that reserve 
bank rediscount rates constitute one of these outside factors; that both 
profit motive and the necessity of maintaining liquid position, influence 
bank practice with regard to borrowing. More data and further study 
seem necessary before the effects of discount rates and open market 
operations and the “convention against borrowing” are fully under- 
stood. 

In the final chapter the author presents an effective reconciliation of 
the economist’s and the business man’s conception of interest and money 
rates. ‘The present inquiry should serve to enrich the doctrinal inter- 
pretation of interest in the following respects (p. 214 ff.): (1) The 
importance of risk is overemphasized in theoretical discussions, and 
other differences in terms and conditions of loans are too much neglected. 
(2) The concept of a single homogeneous money market with a common 
pool of funds flowing to investments offering the least risk is too super- 
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ficial. This single market is found to be a composite system of over. 
lapping local markets responsive, however, to general influences. (3) 
The adjustment of money rates to basic economic forces is not autom: 
tic ; it may be affected by reserve bank operations, in fact the author jn}. 
mates that it is a function of central banks to cause money rates to rm 
spond as promptly as possible to changes in economic conditions; }. 
points out that such response may be sluggish. 

This study should prove highly valuable to bankers, business me, 
and students who read the Federal Reserve Bulletins from month ty 
month; for, though some of the data and analyses developed by th 
author have appeared both in the statistical and textual material of 
this official publication of the Federal Reserve Board, this treatment jj 
more complete and is presented here for the first time in a carefully 
planned and organized whole. Dr. E. A. Goldenweiser, the director of 
Division of Research and Statistics, states in his introduction that th 
conclusions and opinions expressed by the author are in no way official; 
but they have undergone the examination and criticism of the members of 
the staff and therefore probably represent the thought back of federal 
reserve policy. 

A review of this book would not be complete without reference to 
the careful and painstaking character of the work. The preparation 
and presentation of the material show abundant evidence of discrim: 
nating use of statistical methods in handling data which have been care 
fully checked for technical accuracy. A simple and lucid style make 
easy to read what might otherwise be abstruse and involved. The set- 
up is similar to W. R. Burgess’s The Reserve Banks and the Mone 
Market, and it may indeed be considered a sister volume in the Harpe 
series. Unfortunately its usefulness is somewhat impaired by the lack of 
an index. Also, a brief selected bibliography of references giving 1 
setting to this subject would serve a useful purpose in guiding the stu: 
dents interested in additional reading. 

James WasHINGTON BELL 

Northwestern University 


Federal Reserve Policy, 1921-1980. By Harotpy L. Reep. (New York: 
McGraw-Hill. 1980. Pp. xi, 207. $2.50.) 

This book may be regarded as a sequel to the author’s earlier work, 
The Development of Federal Reserve Policy, published in 1922. As be 
fore, Professor Reed sets himself the task of describing and interpre: 
ing the system’s operations in meeting the specific problems confronting 
it. His presentation is, therefore, little concerned with the basic ends 0 
policy; it is chronological and episodic rather than analytical. While 
this method of approach to the subject is readily suggested by the Fet 
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ral Reserve Board’s failure to pursue consistently any single policy, it 
ends to obscure the underlying banking theories which motivate the 
Board’s specific policies. Within the limits to which Professor Reed has 
onfined himself, however, his treatment of the Board’s aim and methods 
sa valuable contribution to our knowledge in this field. 

Although “it is demand deposits which are employed by checks as 
pur principal exchange media” (p. 178), the author constantly identi- 
‘es “credit” with loans and investments. The importance of distinguish- 
ng clearly between these two concepts may be illustrated by a few ex- 
amples. Assuming that movements of loans and investments are suf- 
ciently indicative of the movement of demand deposits, Professor Reed 
oncludes that the initiation of the credit expansion policy of 1927 
vas delayed until too late in the year; that the rate of credit expan- 
ion in that period was “highly excessive” (p. 185); and that “the re- 
training devices were employed too mildly in the spring of 1928” 
(p.185). Had he centered his attention on the movements of demand de- 
posits directly, it is doubtful if these would have been his views. Ac- 
ually, demand deposits of reporting member banks increased as much 
in the first half of 1927 as in the latter half. Whether for the year as 
a whole this expansion was highly excessive, is a debatable question. 
The total expansion of demand deposits of member banks in 1927 was 
6.2 per cent; but it is to be remembered that the expansion in the pre- 
vious two years had been negligible. Moreover, the rate was but half 
that of 1924, which Professor Reed believes was justifiable. ‘The re- 
striction policy pursued by the Board in the first half of 1928 has often 
been termed too mild. It appears to the reviewer that a policy which 
can increase member banks’ indebtedness to the reserve banks to a level 
above one billion dollars, the highest figure since 1921, and can bring 
about a decrease of nearly a billion dollars in member banks’ demand 
deposits, and a rise in average call money rate from 4.15 per cent to 
6.32 per cent, all within a period of six months, is an extremely drastic 
policy. ‘That this restrictive policy was not effective in checking the 
upward trend of security prices surely indicates that the cost of bor- 
rowed money is not the determining factor in security price movements. 
If company earnings are increasing and, of more importance, are ex- 
pected to continue increasing, it is difficult to see how stock prices and 


psccurity loans may be kept down. 


Professor Reed discusses at some length whether the Board’s en- 
avor to check the growth of security loans was justified. He demon- 
strates to the reviewer’s satisfaction that the Board was mistaken 
nits belief that the stock market “absorbs” credit; in attributing much 
of the rise in interest rates to business conditions and the Board’s own 
policy, he further differs with the Board; he does not believe that the 
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stock market crash was responsible for the business depression. Neve. 
theless, he co les that the Board’s policy was justified. Po 
“threatened loss of credit control was the real source of apprehension, 
and speculative use of credit . . . threatened an excessive expansion of 
credit in general. The right culprit was indicated but on precisely 
the wrong counts” (p. 176). ] 

Did speculative operations during this period, however, really threate, 
a loss of credit control? ‘The volume of credit (demand deposits) jj 
limited by member bank reserves, which can only be increased by an ip. 
flow of cash or « id, or by borrowing from, or by the open market 
operations of the federal reserve banks. Allowing for changes in ear. 
marked gold, there was a net outflow, from January, 1928, to August, 
1929, of $69,000,000. The net outflow in 1928 was $511,000,000, 
There was a net rease of federal reserve notes in circulation in th 
same period of $282,000,000. It would seem, therefore, that reserve 
banks had full control of member bank reserves and hence of the volum 
of credit. It is difficult to reconcile Professor Reed’s statement that 
reserve policy was ineffective in bringing about a general credit contrac. 
tion in 1928 with the large decline in member bank deposits that actually 
occurred. 

It is regrettable, in view of Professor Reed’s belief in the necessity of 
a steady secular expansion of credit, that he apparently is not aware 
that, for the fiv: ir period 1925-29, there was no increase in demand 
deposits of member banks, the ¢xpansion of 1927 being cancelled by the 
contraction of 1928. Surely this may have some bearing on world 
prices and the severity of the depression of 1930. 

One of the most valuable lessons that may be learned from a careful 
reading of Professor Reed’s book is the contradictory character of the 
various aims pursued by the Board. At one time it follows the “needs 
of business” criterion as indicated by the indexes of production; at ar 
other it seeks to stimulate the “‘needs of business” by lower interest rates. 
Sometimes the end pursued has been to aid Europe; at other times it 
has ignored produ | indexes and international considerations in order 
to check speculat \t all times it has sought to aid agriculture, 
although the policies adopted, for instance the credit restriction policy 
of 1928-29, have not always contributed to that end. There is as 
suredly need fo .rer formulation of the aims of central banking 


policy and the best hods to achieve those aims. Professor Reed has 
provided us with a kground of experience which is indispensable 
this connection. 

There is an typographical error in Table XX XI where all 


the minus signs should be plus. 
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Never. Europe: The World’s Banker, 1870-1914. By Hersert (New 
For Haven: Yale Univ. Press. 1930. Pp. xxiii, 469. $5.00.) 

rension, This study of the migration of capital is limited to the investments of 

18i0n of MN the British, the French and the Germans during the period from 1870 to 


recisely HP he World War; the investigation does not include the capital export of 

these three European powers into the Central American and South Am- 
hreatey erican countries, which after all absorbed about one-sixth of the total 
sits) is HM} European foreign investments. Moreover, no attempt is made to contri- 
y an in- HP bute to our knowledge of the operation of the financial mechanism by 
market I hich the capital is transferred from creditor to debtor nations or of the 
in ear: HP eontroversy on the effects of such transfers on trade balances and prices. 


August, Mr. Feis’s book has gained much by this wise self-restriction. The 
00,000. HP «ld of international investments is so boundless that no treatise at- 
| in the tempting to cover the field as a whole could be called comprehensive. 
reserve Hi [owever, in his self-ordained limits, Mr. Feis has written a most valu- 
Volume HM able piece of work, describing the close relationship of international 


nt that HP {nance with international politics. The historian and the political 
ontrac- HF scientist find an abundance of interestingly presented material; the 
tually HF economist, however, is bound to learn most of all, namely, that the 

traditional theory that international capital movements flow from capi- 
ssity of HM tal markets with low interest rates to capital markets with higher rates 
» aware HM is hardly able to explain the actual facts of pre-war European affairs. 
demand Hi To quote Mr. Feis: “The uses which the spared capital of western 
by the # Europe found were often determined by political circumstance rather 
1 world HP than by economic or financial calculation. The traditional theory of 

capital movement given in the economic texts, wherein capital is por- 
careful I trayed as a fluid agent of production put at the service of those who 
* of the HRP paid or promised most, is inadequate to account for the direction capi- 
“needs HF tal took before the war. In the lending countries international financial 


at al: HR transactions were supervised in accord with calculations of national 
trates. HRP advantage which were often unrelated to the direct financial induce- 


‘mes it HP ment offered the owners of capital.” Feis is not at all standing alone 
n order HM with this thesis. During the last two years Professor Jacob Viner of 
vulture, HP Chicago, Dr. Somary of Zurich and Dr. Bente of Hamburg’ have ex- 


: policy pressed themselves likewise on the matter. 
liavtvad It seems that the world crisis of the year 1930 may be a turning point 
yanking HRP in the development of capital migration. The remedies proposed to over- 
eed has 
able in ‘Jacob Viner, “Political Aspects of International Finance” in Journal of Busi- 
ness, April, 1928. 
Felix Somary, Wandlungen der Weltwirtschaft, Tiibingen, 1930. 
here all Hermann Bente, “Die Marktwirtschaftliche Bedeutung der Kapitalsanlage im 
\usland,” in Weltwirtschaftliches Archiv, July, 1980. 
BRIE W. H. C. Laves, “German Governmental Influence on Foreign Investments. 


1871-1915,” in Political Science Quarterly, Dec., 1928. 
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come the pres her at national self-sufficiency and jp. 
creased econon or at international economic coéperation 
on a scale as 1 before. The new economic nationalisy, 
finds its evid r tariff walls, in subventions for “yjtg)” 
industries, in port and import of capital and labor and 
in the growing on the part of investors to buy foreign 
securities. ‘I codperation, on the contrary, calls for 
huge migrat 1, to some extent, of labor, to develop 
backward ce nulate exports from the industrial na- 
tions that 1 cally from over-capacity of industries, 
low fits 

Feis does 1 e problems, confining his book to the 
period that « beginning of the World War. But his pos- 
tulations arr vonclusions of his study clearly indicate 
that belie. 1 alternative. “Before the international 
activities of ome a strong support for peace and 
strengthen tl peace, the world in which the activities go 
on must be ti vo directions. Governments of borrowing 
countries must heir art so that injustice, disorder, and 
waste do not conquest. The peoples of the wealthy 
powers must d nternational peace and direct their acts 
accordingly. I litions prevail, the international movement of 
capital will re y as an instrument of a mutually beneficial 
process of dev | which moves abroad will not carry with 
it the power of tional state, nor will it be forced to serv: 
the political p state. International political machinery 
will adjust th that are incident to its ventures. The annals 
of the next e] e fewer disturbances, greater creations.” 

Tl viewe! lo justice to the book if he did not commend 
Mr. Feis on t] | elegance of his style that make the reading 
of this mosai pean politics and finance an intellectual 


enjoyment o 
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BAXxENDALE, A. S ner London: Cecil Palmer. Pp. 99. 2s. 6d. 

Becxuart, B. H [he banking system of Canada. (New York: 
Holt. 1929 ): students’ ed., $2.) 

Reprinted f nking Systems. 

Brapy, J. E., ed banking laws. 1930 edition, with amendments 
to January 1 y York: Brady Pub. Co. 1930. Pop. 251. 
73.50. 

Brapy, J. E., e rm Negotiable Instruments act. 19380 edi- 


tion. New Y Pub. Corp. Pp. 237. $3.50.) 
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d in- gercess, W. R., editor Interpretations of federal reserve policy in the 
ation speeches and writings of Benjamin Strong. (New York: Harper. 193 
Pp. xxvii, 343. $4.) 

R Canorners, N. Fractional money: a history of the small coins and fractional 
ital” naper currency of the United States. (New York: Wiley. 1930. Pp. 
r and xiii, 372. $4.) 
reign. Here, for the first time, can be found the connected history of a neglected 
is for element in our currency system—the “fractional money” or “coins and 
velop paper notes of a value less than one dollar.” Such an addition to our 
literature is most welcome. 
ri Other currency histories have emphasized the questions of bimetallism, 
tries, monetary standards and paper currencies. Professor Carothers’ book 

maintains that the attempts to secure and retain a fractional currency 
0 the have been decisive factors bearing on many of the important events of 
3 Pos- our financial history. The author finds that bimetallism, rather than gold 
licate monometallism, was chosen by Hamilton in 1792 in order to provide for 
onal fractional coins, since gold coins of small denominations would not be 
practical. Again, the law of 1853 making the smaller silver coins fiduciary, 
and and so assuring their circulation, was an unintentional step towards the 
les go gold standard. The law of 18738, also, was essentially a rewriting of 
owing existing laws, many of which dealt with our fractional money, although 
and this law likewise ended bimetallism in the country. 
ealthy In connection with the law of 1853 Carothers refutes the contention 
ae of Laughlin and others that Congress intended to adopt the gold stand- 
— ard at that time. The author also takes issue with Laughlin’s view that 
ent 01 in 1873 Congress, with full realization of the possible consequences, de- 
veficial liberately demonetized silver. He further denies the common assertion 
y with that the changes of the bimetallic ratio in 1834 and 1887 rapidly drove 
<a silver from circulation. The history of the causes of this tardy operation 
ai of Gresham’s law is only one of many instances in the book of interest- 
“t ing material which should be valuable to the teacher of monetary prin- 
annals ciples. 
ms.” Although our present fractional currency is considered satisfactory, it 
mmend has been achieved by “muddling through.” For the first eighty years there 
eading was an appalling ignorance of the principles governing subsidiary coin- 
wer age, and it would seem that most of the workabie laws enacted during 
that period were indeed “the fortuitous result of the action of inex- 
pert legislators.” The reader cannot but agree with Professor Carothers’ 
MER frequent criticisms of the many blunders of Congress, and the errors and 
the illegal and semi-corrupt activities of various treasury and mint offi- 
cials, 
the volume is primarily concerned with the history of the subsidiary 
2s. 6d. and minor coins since 1792, although there are short chapters on colonial 
y York: and revolutionary fractional currency, excellent chapters on private and 
government fractional paper money during the Civil War, and a discus- 
son of the hybrid trade and “standard” silver dollars after 1873. In the 
rd ments concluding chapters the principles of subsidiary and minor coinage are 
p. 251. HP restated, and the author makes four suggestions for the further improve- 
180 ed ment of our fractional currency: (1) there should be legal provision for 
ear tl 


ic administrative reduction of the silver proportion of our subsidiary 
coms, to prevent their expulsion should the price of silver suddenly rise; 
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(2) the on tarnishes quickly, and in some way should be maj 

more attrac there should be some convenient method of making 

smal] remit ail, ungummed postage stamps being a possibility. 
and (4) eithe1 one or the two dollar bill, but preferably the form: | 
should be al 
H. B. 
Cote,G. D.H. redit and unemployment. (London: Allen & Unyi;, 
Pp. 165. 5s 
Darina, J. F. 7 rex.” A new money to unify the empire. (Londo: ( 
P. S. King. |! Mr 
Day, J. P. An int tion to the money and banking system of the Unite MM\ 
States. (L Macmillan. Pp. 120. 4s. 6d.) I 
Dex Veccuio, G ndlinien der Geldtheorie. (Tiibingen: Mohr. 193, 
Pp. xii, 158. | | 
Funk, S. 7 Reichsbank and economic Germany. (New Yor Pro 
and London ri 1930. Pp. x, 267. $3.50.) 

As indicated btitle, this is “a study of the policies of th Rar 
Reichsbank relation to the economic development of Germam,, P 
with special ref o the period after 1923.” The volume starts with 
the German Bai t of 1875 and concludes with an analysis of the Youy h 
Plan, followed by a few pages of comment on recent economic develop p 
ments in Gern ind her future problems. Both the author and D: ‘ 
Henry Parker W who wrote the introduction, give particularly hig 
praise to Dr. H ir Schacht who was president of the Reichsbank durin " 
the most trou .e years of the post-war period. Presumably the fad J 
that it was pr | in Germany explains the very large number of typ Hi» 
graphical err 

EM? 
Grirrirus, the government savings bank of New South 
Wales. (Syd Govt. Savings Bank. Pp. 95.) I 
Ham, A. H. and |] on, L. G. A credit union primer. Rev. 1930, by 
R. NuGenrt. York: Russell Sage Foundation. 1930. Pp. 149. 
Harr, L. and | W. C. Banking theory and practice. (New York: 
McGraw-Hil Pp. ix, 562. $4.) 

This volur an excellent discussion of practical banking to 
gether with ac e amount of descriptive material relating to bank , 
ing matters. ‘] t ten chapters are given over to the subjects of bani 
incorporation bank notes, and the liabilities of directors a ' 
stockholders <t fourteen chapters cover the work of the variow ” 
departments o commercial banking house. The description, hor 
ever, is genera sracter. The federal reserve system is surveyed i ‘s 
six chapters; thr re are used to present the characteristics of certai ™ 
other kinds o mpanies, such as savings banks, building and low P 
associations, in t trusts, etc., and one chapter each is devoted RE 
agricultural « h banking, and bank examinations. The amou H 
of space given t scussion of banking theory is. however, slight an 
the material ereto is so inconsequential in character that ot a 


wonders why heory” was included in the title. 
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HervermaNn, L. C. National and state banks: a study of their origins. 
(Boston: Houghton Mifflin. 1930. Pp. x, 178. $2.50.) 

HoopincaRNER, D.L. The place of the small loan business in retail credits: 
a phase of consumer credit. Address before the southern conference of 
the National Retail Credit Association at Chattanooga, Tennessee, March, 
1930. (New York: Beneficial] Industrial Loan Corp. 1930. Pp. 13.) 

Kocu, A. Banken und Bankgeschafte unter besonderer Beriicksichtigung der 
Rechtsverhdlinisse. (Jena: Fischer. 1931. Pp. viii, 329. Rmk.17.50.) 

Marvitt, A. H. and Leonarp, J. L. Banks and banking: the business man 
and his bank. (Philadelphia: LaFayette Inst. 1930. Pp. 48.) 

Menvis-France, P. La banque internationale. (Paris: Librarie Valois.) 

Mitts, F.C. Some aspects of the price recession of 1929-1930. News-Bull. 
no. 40. (New York: National Bureau of Econ. Research. 1930. Pp. 8.) 

Penoie, J. T. The dual system of stabilisation. (London: Macmillan. 
Pp. 191. 8s. 6d.) 

Piover, H. S. Building and loan associations in New Jersey. (Princeton: 
Princeton Univ. Press. 1930. Pp. xxx, 343. $4.) 

Rav, B. R. Present-day banking in India. 8rd ed.enl. (Calcutta: Univ 
of Calcutta. 1930. Pp. xviii, 686.) 

The author has rewritten his original work to cover the “changes that 
have taken place during the eventful years of 1925-27.” The most im- 
portant additions are the chapters on “The Central Bank of Issue,” 
“Organized banking in the days of John Company,” “The capital market 
and the investment market,” “The loan companies of Bengal,” and “Recent 
monetary reform.” An interesting chapter for the American reader is 
chapter 14, which describes the hoarding habits of the native population. 

RirrersHausen, H, Arbeitslosigkeit und Kapitalbildung. Zugleich ein bank- 
politisches Program zur Bekimpfung der Wirtschaftskrise. (Jena: 
Fischer. 19380. Pp. xiv, 154. Rmk. 7.50.) 

Ryan, F. W. Family finance in the United States. Reprinted from the 
Journal of Business of the Univ. of Chicago, vol. iii, no. 4. (Chicago: 
Univ. of Chicago Press. 1930. Pp. 402-423.) 

Scumirz, J. Inflation und Stabilisierung in Frankreich, 1914-28. (Bonn: 
Kurt Schroeder. 1930. Pp. 227. Rm.11.) 

Svrciirre, W. G. and Bonn, L. A. Savings banks and savings department 
management. (New York and London: Harper. 1930. Pp. x, 432. $5.) 

In the past ten years there has been an increase in the volume of savings 
deposits in commercial banks as against demand deposits. It is estimated 


that 80 per cent of all banks in the United States now receive savings 


deposits. 


This volume is prepared particularly for those engaged in this branch 
of the banking business. It deals with the duties of officers, procedure in 
making deposits, withdrawals, handling checks, fiduciary accounts, lost 
pass books, bookkeeping, investments, and savings bank life insurance. 
necor, J. H. Credit and its management. (New York and London: 
Harper. 1930. Pp. viii, 196. $3.) 

A serviceable text, written by the former president and executive man- 
ager of the National Association of Credit Men. His treatment, there- 
fore, is based upon years of practical experience. 


RENDE, A., editor. Forschungen zur internationalen Finanz und Bankge- 
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emphatically against separation. Indeed, Bryan is of the opinion (pp. 

iT.) that the state levy on property cannot and should not be abandoned 
in the reasonably near future. Certain other tax problems on which he 
expresses himself in no uncertain terms include the desirability of abandon- 
‘ng allocation of tax receipts by means of revenue measures and the sub- 
stitution of sensible budgeting and the wisdom of defeating the proposed 
income tax amendment to the state constitution, which would severely limit 
the possibilities of income taxation and still further restrict the legislature 
in its use of the property tax for state purposes. 

James W. Martin 


issipy, J. R. and Dareuscu, C. S. A treatise on the laws of estate and in- 
heritance taxation. Ohio and federal, with statutes, forms and charts. 

Cincinnati: W. H. Anderson Co. 1930. Pp. 483.) 

Published in 1923 under the title A Treatise on the Ohio Law of In- 
heritance Taxation. 

CuspmaN, H. H. and Pineree, D. Taz delinquency in the forest counties of 
the Lake states. Progress report of the Forest Taxation Inquiry, no. 10. 
Washington: Supt. Docs. 19380.) 

ompton, R. T. Fiscal problems of rural decline. A study of the methods 
of financing the costs of government in the economically decadent rural 
areas of New York State. Special report no. 2. (Albany: N.Y. State 
Tax Commission. 1929. Pp. 2838.) 

This is the second special report by the New York State Tax Com- 
nission of the work done by fellows supported by the commission in Co- 
imbia, Cornell, New York, and Yale University. Part I of the monograph 
s descriptive of the general economic, governmental, and fiscal situation 
in New York State. 

The body of the study is in Part II (pp. 85 ff.), which begins with a 
hapter devoted to a general discussion of the results of the fiscal system 
if the state. In this it is shown that the property tax is essentially re- 
ressive; that it imposes heavier burdens on industries, like agriculture, 

ich utilize comparatively large proportions of real property; that its 
administration is unfortunately decentralized; and that the burden of sup- 
porting governmental activities is consequently so distributed as to result 
n gross inequalities. Finally, solutions which have been offered by others 

» summarized critically and the views of the author presented. It is 
Compton’s opinion that considerable improvement can be effected by: (a) 
entralization of tax administration (especially of assessments) ; (b) elimi- 
nation of the fee system to reduce cost; (c) adoption of a more central 
unit of support for highways; and (d) consolidation of local government 
units, especially of towns and school districts. Throughout the work, but 
especially noticeable in this critical part, certain aspects of methodology 
are of particular interest. (1) The author draws on relatively few of the 
earlier studies in cases where the evidence available would be peculiarly 
elective (pp. 93,94). (2) He sometimes uses older statistical data where 
: little computation would give up-to-date figures (Table 13, p. 115). 

He quotes numerous long passages from readily available materials. 
He devotes a surprisingly generous amount of space to questions hav- 
ing only an indirect bearing on “fiscal problems of rural decline.” How- 
ever, while the work may be less original and unified than one could wish, 
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it is easy to agree with the New York commission that the stipend used t) 
encourage the investigation was well spent. 
James W. Martin 


Derrmer, F. Die Gewerbesteuer in Deutschland im System der Geldwirt. 
schaft und der Kapitalwirtschaft. Heft 2. (Bonn and Leipzig: Kur 
Schroeder. 1930. Pp. 106. R.M.4.) 

Exvprivce, J. G. and Durrance, O. L. The assessment of real estate for 
purposes of taxation: a study in local taxation. Econ. ser., vol. i, no, |, 
(Gainesville: Uni f Florida Bureau of Econ. and Bus. Research, 1939. 
Pp. 30.) 

Fitzpatrick, J. T., r. Tax law and other general laws relating to taza. 
tion of the state of J York, with all amendments to the end of the legis- 
lative session of New York: Baker Voorhis. Albany: M. Bender. 
1930. Pp. 481 

Gressent, A. G. Finances italiennes. (Paris: Valois. 1930. Pp. xxiii, 


ro 


Groves, H. M. 4 ty to pay and the tax system in Dane County, Wiscon- 
sin. Bull. no. 2 Madison: Univ. of Wisconsin. 1930. Pp. 33.) 

A study of the tribution of the property, state and federal income 
taxes in Dane Cour Wisconsin, for the purpose of determining to what 
extent the incidence corresponds to “ability to pay.” The expression, 
“ability to pay,’ is presumed to be synonymous with income received. In 
general, it is foun ,t, measured thus, professional people pay less than 
1 per cent of income in taxes though rent receivers pay more than 44 per 
cent; cities, where incomes average much higher than in villages and rural 
communities, pay just over 8 per cent of income in taxes, while residents 
of towns pay nearly 18 per cent. In interpreting results, Professor Groves 
concludes that: considerations of the benefit principle do not “substantially 
alter” the results arrived at without reference to that question; the differ- 
ence between earned and unearned incomes does not justify a departure 
from a pure income basis of measuring ability to pay; taxes paid on 
property not earning income do not affect results since they are not in- 
cluded in the study; while tax shifting may modify the results of the 
analysis, it will not invalidate the general conclusions; and income received 
as dividends is subject to additional taxation to the extent that the corpors- 
tion serves as a tax collector. 


James W. Martin 


Hatt, R. C. and Hersert, P. A. Property taxation in selected towns in th 
forest land regions of Minnesota. Progress report of the Forest Taxation 
Inquiry, no. 9. (Washington: Supt. Docs. 1930.) 

Harcreaves, E. L. The national debt. (New York: Longmans, Green. 
London: Edward Arnold. 1930. Pp. vii, 303. $6.) 

The study, as stated by the author, is a history of the British nation: 
debt as a continuous development extending over a period of nearly two 
hundred and forty .rs, and is not concerned with the theory of public 
indebtedness as expounded in works on public finance. The author has 
confined himself to this stated purpose, although the reader frequently 
wishes he had not. Necessarily the views of many great British scholars 
and statesmen, not all of which are in agreement, must be set forth; and 
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one sometimes feels that the author has missed a chance for valuable 
analytical and constructive criticism. After the views of statesmen from 
Walpole to Snowden, the reader feels the desire for more analysis and 
conclusion as to the relative merits of the proposals. 

The foregoing is not meant to detract from what the author has done. 
He has admirably traced the development of the British debt through 
the different policies which were adopted from time to time. The sub- 
sequent results are often sufficient evidence of the desirability of the 
policy adopted at a particular time. The fact that the policy of handling 
the debt frequently changed with a change in administrative authority 
indicates that there has been no general agreement as to the merits of 
different alternatives, while a change of policy within a single administra- 
tion because of extenuating circumstances, such as war, indicates that an 
accepted policy may not be considered feasible under all conditions. The 
policy to be pursued may also be influenced by the action of other govern- 
ments as is indicated by the tenor of the Balfour note that Great Britain 
would claim only such sums by way of reparations and inter-ally debt 
payments as shall in the aggregate be equal to the sums due from her to 
the government of the United States (p. 284). 

The treatment of the development and ups and downs of the sinking 
fund will be of especial interest to those who have had to do with this 
form of debt payment. Because of their present significance, the discussion 
of war and post-war borrowings and the problem of repayment is worthy 
of special study. The following chapter headings indicate the scope of 
the study: the origin of the debt; the sinking fund; consolidation—the 
origin of the stocks; the Seven Years’ War and the War of Independence; 


eighteenth century views on the debt; the revival of the sinking fund; the 
war with France; the abandonment of the sinking fund; 1830-60; termin- 
able annuities; two and a half per cent; war and post-war borrowings; 
the problem of repayment. 


M. H. Hunter 


Harper, F. F. G. and Harper, L. A., editors. Harper’s United States cus- 
toms tariff: act of June 17, 1980. (San Francisco: Harper & Harper. 
1930. Pp. xvi, 464.) 

Hinscuman, H. Should church property be tar exempt? (Girard, Kan.: 
Haldeman-Julius Pubs. 19380. Pp. 62.) 

Kiernan, T. J. History of the financial administration of Ireland to 1817. 
(London: P. S. King. 1980. Pp. xi, 872. 15s.) 

Korner, H. Die allgemeine Vermégenssteuer in der deutschen Wirtschafts- 
entwicklung. (Bonn and Leipzig: Kurt Schroeder. 1930. Pp. 128. 
R.M.4.40.) 

Lerrier, G. L. Wisconsin industry and the Wisconsin tax system. Bull. 
no. 1. (Madison: Univ. of Wisconsin Bureau of Business and Economic 
Research. 1930. Pp. 85.) 

For several years opponents of the imposition of state income taxes 
have pointed to Wisconsin as a horrible example of what is certain to 
happen to a state that seeks thus to raise revenue. Mr. Leffler attempts 
here to determine whether or not it is true that Wisconsin industry has 
been ruined by the income tax and whether, in fact, the state is so over- 
taxed as opponents of the “Wisconsin idea” imply. 
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The first 35 pages are devoted to testing whether or not Wisconsin jp. 
dustry has been making relatively slow progress during the past sever) 
years. The state is compared by means of thirteen statistical measures oj 
manufacturing progress with New York, Ohio, Indiana, I]linois, Michigan, 
Minnesota, and United States as a whole. The results indicate th, 
all these states except one show a position well above the United Stat, 
as a whole and that Wisconsin stands easily at the head of the group, 

The second and third parts are devoted to a study of the relative tay 
burden in Wisconsin and her neighbors. This analysis shows that th 
general tax burden in Wisconsin is well below the average for the sever] 
states with which it is compared. So far as the taxation of industri:| 
plants is concerned, it appears that Wisconsin is neither one of the state; 
having the lowest tax burden nor one of those having the highest. Ap. 
parently taxes, measured by the ratio of the total to net income, are lower 
than in the average state and also below those in most of the six othe 
states studied si] 

Thus, the aut hough unable to arrive at any final judgment as to tly 
relationship between taxation and industrial development, is in a position 
to say that foolish taxation has not blasted the possibilities of industria! 
progress in the Badger State. Indeed (one feels after reading the bulletin) 
the author believes that, if the Wisconsin income tax has caused the present 
condition, the state would do well to use it more generously. 


James W. Martin 


Morrison, H. C. hool revenue. (Chicago: Univ. of Chicago Press. 1930, 
Pp. x, 242. $2.5 

One of the few scholars of this country who has a broad knowledg: 
of the history of thought, a wise philosophy of education and also som 
comprehension of the economic problems of social life gives expression, 
in this thin volume, to some significant ideas on school finance. Although 
the title is Sch Revenue, much of the text is concerned with school ex- 
penditures as well, while chapter 7 (pp. 180-163) deals with taxation 
in general. Thus, in spite of the modesty of the author (p. 236), the 
book is essentially a statement of Professor Morrison’s views of what 
ought to be, in the field of educational finance. 

In so far as s of particular interest to economists, the argumen! 
(aside from that in chapter 7) may be briefly, and hence inadequatel;, 
summarized. ‘The Industrial Revolution has advanced the productive 
mechanism of society to a point where it is possible to release children 
and teachers from the making of food and clothing, and indeed has made 
this necessary as “the only permanent solution of the unemployment pro} 
lem” (p. 42), since the school can absorb that part of the population re 
leased by improvement of machinery.? Indeed, if society is to maintains 
high state of productivity, generous support of education for effective 
citizenship will b ntial. That is, such expenditures may be regarded 
as in the long rut productive. However, it is to be emphasized that 
educational faci not for general citizenship purposes ought to be paid 
for by those w! e them. For example, university students should ger 


1Note that the <« ( rgument is ignored (cf. Mill, Principles of Political 
Economy, Book I, ch 8) 
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erally be expected to pay the cost of their instruction just as motorists 
pay for road service through gasoline taxes. However, if the public is 
to devote large sums to the education of the young for sound, productive 
citizenship, it should be done in such way as to educate children in gen- 
eral, not merely those who happen to live in rich cities. Otherwise, even 
in those communities which are able and willing to maintain adequate edu- 
cational facilities, there will be a continual infiltration of uneducated im- 
migrants from backward areas nearby. In every attempt to meet the 
situation by means of equalization funds, there have been elements of 
failure, due largely to the fact that the basis of equalization—property 
value—was undefinable and to the fact that the procedure was wrong in 
principle, since it was legislative rather than administrative. 

The really adequate solution is suggested by two developments already 
accepted. In the first place the city school district contains numerous 
schools, but funds are allocated to each from the administrative offices, 
not in direct or inverse proportion to property values near the school, 
but in proportion to the need for money to meet an established standard 
of educational opportunity. Likewise in Delaware and, to a less extent 
in New Hampshire, the state in large measure has become the unit of 
school support. The suggestion is that every state should tend more and 
more to assume complete responsibility, so that there would come to be 
no more a problem of equalization between different communities in the 
state than there now is between different schools in the typical large city. 

The entire discussion is stimulating, though as the author points out 
p. vi) “no attempt has been made to produce a handy collection of re- 
cipes for amateurs.” Nevertheless one must confess some disappoint- 
ment that the economics of the situation should, here and there, be handled 
with so little discrimination. For instance, such conclusions as the fol- 
lowing may be seriously questioned in the light of current experience: 
‘We have only an academic interest in excises, for there is not likely ever to 
be large school revenue from them” (p. 132) ; the wisdom of an inheritance 
tax from a fiscal point of view is open to serious question (p. 135); the 
United States is ‘economically self-contained” (p. 141); the liquor trade 
and the real estate tax constitute the “two principal factors responsible for 
corrupt local government in the United States” (p. 152); or city real 
estate is typically valued at 30 per cent to 40 per cent of selling price in 
the United States (p. 153).? Other conclusions, though not contrary 
to overwhelming evidence, may seem hasty, especially in view of the 
fact that they are supported by no evidence whatever; for example, that 
ability to pay taxes is measured by equality of sacrifice (p. 146) ;* that 
taxes on real estate are “as vicious as the tax on personalty” (p. 154); 
that war income taxes resulted in depletion of capital (p. 148); and 
that income alone is an adequate measure of taxpaying ability (chap. 7, 

Again the definition of income as receipts minus operating expenses 
including interest (p. 179) would not conform with accounting theory 
or usual income tax practice. Finally, if the progressive income tax is 
to be employed as practically the sole method of raising school revenue 


The last error may possibly result from first-hand knowledge of the Illinois 


‘Cf. brilliant arguments to the contrary by Mr. Hobson (Taxation in the New 
State, Part 1) and Professor Pigou (A Study in Public Finance, Part 2). 
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(p. 160), it is difficult to see how all taxable income may properly 
treated alike in a formula for allocating ability to pay taxes among the 
different sections of the state (p. 190). Such a practice would imply 
for example, that the taxpaying ability of one district having a single 
individual with a taxable income of $50,000 would be the same as anothe 
having fifty taxpayers each enjoying a taxable income of $1,000—an jn. 
plication clearly contrary to the theory of progressive taxation advocate 
by Professor Morrison. 

James W. Marti 


Morrison-BeE i, (¢ Tariff walls: a European crusade. (London: John 
Murray. 1930. Pp. xiii, 223. 7s. 6d.) 

Neumark, F. Konjunktur und Steuern. (Bonn and Leipzig: Kur 
Schroeder. 1930. Pp. 59. R.M.2.85.) 

Pineree, D. Tae nquency in the selected counties of Oregon and Wash- 
ington. Progress report of the Forest Taxation Inquiry, no. 11. (Wash- 
ington: Supt. Docs. 1930.) 

Prouty, W. L., Cotiins, C. W., and Prouty, F. H. Appraisers and asses. 
sors manual. ist ed. (New York: McGraw-Hill. 1930. Pp. ix, 500) 

Reiter, G. A taa hout a burden. Or, The individual capital augments 
tion tax system. 2nd rev. ed. (Boston: Christopher Pub. House. 1930, 
Pp. 177. $1.50. 

Ricu, W. W., compiler. United States tariff; containing the Tariff act of 
1980, with schedules of articles, rates of duty and applicable paragraph: 
of the act; also provisions of the act applicable to the administration oj 


the customs laws. (New York: Vandegrift. 1930. Pp. xviii, 419.) 
Simpson, H. D. Tax racket and tar reform in Chicago. (Chicago: North- 

western Univ. Institute for Econ. Research. 1930. Pp. xix, 287. $2.50.) 
Swiscuer,I.G. A history of the tariff in the United States. (Washington: 

National League of Women Voters. 1930. Pp. 19.) 


TERHALLE, F, Finanzwissenschaft. Grundrisse zum Studium der National- 
dkonomie, Band 16. (Jena: Fischer. 1980. Pp. xv, 578. Rmk.26.) 
Watxer, M. L. Municipal expenditures. (Baltimore: Johns Hopkins Press. 

London: Oxford Univ. Press. 1980. Pp. ix, 198. $2.25.) 

How much should American cities spend, and how should the amount 
spent be apportioned among the various public services? Dr. Walker's 
monograph is intended to provide a partial answer to the second of these 
two much neglected questions. It is attempted, with the inevitable limit: 
tions upon a pioneering effort, to develop an index of a normal or “bal- 
anced” apportionment of the city budget. 

Chapter 1, ‘Accents in city government,” shows, largely on the basis of 
the Census Bureau statistics, that American cities vary widely in the dis 
tribution of their expenditures among their various public services. The 
question is raised whether a testing of the propriety of these variations 
is possible. Chapter 2 presents chronologically the “Progressive criteria’ 
of city administration, as honesty, economy, efficiency, and balance. Th 
“Theory of expenditures” of chapter 8 ends in the acceptance of margin! 
utility as a criterion of public expenditures as well as individual. Chapter 


4, “Grading cities,’ contains the meat of the treatise, in that it presents 
an index for grading cities according to services rendered, in objective 
terms, some of the elements of which are street cleanings and garbage 
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collections per week, percentage of population sewered, length of school 
term, library circulation, percentage of property destroyed by fire, persons 
per acre of parks and playgrounds. Some very important elements such 
as police and crime statistics, had to be omitted owing to the absence of 
comparable statistical information. The elements are tests of performance, 
and not of costs; and they are confessedly provisional and imperfect. The 
index is offered as the best available substitute for the impractical sub- 
jective individual valuation of the marginal] utility theory. In chapter 5, 
“Factors affecting rating,’ are treated such factors as size, location, 
time, form of government, per capita wealth, which might cause legitimate 
variations from the “norm” in the apportionment of the “‘budget.” The 
“norm” itself, in the form of a composite rating of the “best” cities, is 
presented in chapter 6, with the necessary reservations. Chapters 7 and 8, 
“Tendencies in budget distribution” and “Conclusion,” respectively, intro- 
duce the practical restrictions upon the budget maker in attaining a normal 
“balance,” and express hope for a degree of usefulness of the index. 

Obvious limitations to the use of the index, even in a more perfect form, 
at once come to mind, Private group interests, official incapacity if not 
corruption, existing statutory and constitutional restrictions, rapid growth 
of and consequent changes in the cities, political expediency or necessity 
prevent the budget maker from employing such tools as he has. Local 
peculiarities of any one city would and should prevent its expenditures 
from conforming to any ideal index; but the peculiarities can be discovered 
and allowed for. The index itself can be improved as the required in- 
formation is called into being. The problem must be attacked wherever 
possible. And the field covered has hitherto been so barren of tangible 
results that any serious contribution must be welcomed. 

Jens P, JENsEn 


Weimer, P. H. Die Entstehung der deutschen Lohnsteuer als Entsprech- 
ungsform sur modernen Kapitalwirtschaft. (Bonn and Leipzig: Kurt 
Schroeder. 1930. Pp. 85. R.M.4.) 

WirrscureBEN, O. Das ésterreichische Besteuerungssystem. Teil II. Die 
Einzelformen der Steuern und Gebiihren. (Jena: Fischer. 1930. Pp. x, 
196. Rmk.9.) 

Financial statistics of cities having a population of over 30,000: 1928. 

Washington: Supt. Docs. 1980. Pp. 23.) 

Financial statistics of state governments: 1928. (Washington: Supt. Docs. 
1930. Pp. 8.) 

The fiscal problem in Missouri. (New York: National Industrial Confer- 
ence Board. 1931. Pp. xvi, 359. $3.) 

The government of metropolitan areas. (New York: Committee on Metro- 
politan Government of the National Municipal League. 1930. Pp. 403.) 

This book is of primary interest to students of government and will 
doubtless be reviewed at length in journals of political science. It de- 
serves attention, also, of students of economic problems, noting more par- 
ticularly taxation, public utilities, transportation and the grouping of 
population. The volume represents an intensive investigation undertaken 
by Dr. Paul Studenski and his associates, over a period of four years, and 
made possible through a grant from the Russell Sage Foundation. It is 
thoroughly annotated. 
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Laws authorizing refunding debts of foreign governments and settlement o} 
war claims act (928 with amendments. (Washington: Supt. Dog 
1930. Pp. 4 

State and local » of property. (New York: National Industria] Con- 
ference Board. 1 ) Pp. xii, 245. $2.50.) 

Tariff and tazation Washington: Supt. Docs. 1930. Pp. 59. Gratis, 

Taz laws of the stat Vew York; provisions relating to local assessment; 
being the first irticles thereof, and sections 205, 219-3 and 219. 
with all amer to the end of the legislative session of 1980. (Ney 
York: Baker \ \lbany: M. Bender. 1930. Pp. 154.) 

United States cust tariff, act of 1930 (effective June 18,1980). Complet 
act and a sp lex of 20,000 individual articles, alphabetically «. 
ranged, giving s ragraph numbers, duty rates, etc., for each articl. 
teprinted from Custom House Guide. (New York: Custom Hons 
Guide. 1930. 


Population and Migration 


Porto Rico and Its Problems. By Vicror S. CxuarK and associates, 
(Washington: Brookings Institution. 1980. Pp. xxxv, 107, 
$5.00.) 


This book becomes the standard reference on Porto Rico. Its 4) 
most 750 pages § r together more information about the island 
than is available between the covers of any other single volume. Its 
analysis of the pro s of a million and a half people living on a 
island thirty-five miles wide and a hundred miles long is exhaustive, 
almost at times 1 scopic. As in most codperative writing, there 
is some repetiti sion and some unevenness of emphasis. 

Of all the major Caribbean areas none offers more perplexing ques 
tions than the i | which came into the possession of the United 
States at the end of the Spanish American War. Here problems of 
public order have not been serious—they were not serious even it 
the Spanish régi [he ethnic composition of the population has 
heen more favo} 1n in most of the West Indian areas, if prevalence 
of European a1 try is to be considered an advantage; for almost 
three-fourths of the people are listed as of white race, a proportion 
comparable to t of our southern Atlantic states. Public finance 
has been under A n control. Legislation has been passed whieh 
in effect puts th | under a heavy subsidy. Expenditures fo 
improvement of f th, for schools, for diversification of industry, 
for the improv agricultural conditions, for the building o 
roads have been get Nevertheless, after a generation of American 
control the prol f Porto Rico, economic rather than political 
are among the 1 ite of the Caribbean area and by no meaii 


seem destined to ea lution. 


Mal 

1 
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Limited resources—wealth other than agricultural is negligible—and 
high birth rate, the effect of which is now more marked since measures 
n to protect the public health have cut down the death rate, these 
ye the foundation factors of Porto Rico’s problems. Population 
crowds the food supply with the result that in spite of all the efforts 
of the island government and those of the United States to improve 
conditions, Porto Rico continues an example of the working of the 
Malthusian theory. 

There are other problems, some of them rising out of those already 
mentioned. Rural living conditions are not favorable. Houses are over- 
crowded. Land tends to continue to be held by absentee owners though 
the government has tried to encourage small holdings. Employment is 
seasonal. Tropical and other diseases take a heavy toll in spite of 


Tant 


laudable publie health activities. There are inadequate opportunities 
for those whom the schools educate to use their new equipment. About 
a third of this volume gives an analysis of government organization 
ind public finances; in both defects are found, especially in the pur- 
poses for which taxes are spent and public debt incurred; but the prob- 
lems of Porto Rico are not primarily ones of government, obvious though 
the mistakes made therein are. There follow studies of various eco- 
nomic phases of the island’s life showing the remarkable increase in 
agricultural production for export, organization of local trade and 
trade facilities, the growth of local manufactures and the efforts made 
) improve the character and increase the number of local crops. 

The essential for bettering conditions in Porto Rico is a better 
standard of life for the common people; but this, it is recognized, 
cannot be attained so long as their number continues to increase as at 
present. Emigration in large numbers does not appear a promising 
solution. Better use of land and the encouragement of new lines of 
manufacture are more promising but may be only palliatives. The 
Porto Rican problem has become a population problem. “Education in 
parental responsibility provides the only remedy.” 

CueEster Lioyp 
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s for Kuczynsxt, R. R. Birth registration and birth statistics in Canada. (Wash- 
ustry, ington: Brookings Institution. 1930. Pp. xii, 219. $3.) 

: The present work is a by-product of a series of studies on fecundity in 
different parts of the world being written by Dr. Kuczynski and being 
ae published by the Institute of Economics under the general title, The 
tical, Balance of Births and Deaths. The author’s painstaking thoroughness, the 
means careful arrangement of the material, and the wealth of data presented 
make the present volume as important a contribution to demography as his 
thought-provoking study of fertility in Northern and Western Europe. 
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French Canada is notable for a continuous series of birth records Over ; 
long period of time 
In the Catholic population of French Canada fertility has reachej 
heights paralleled in no other part of the world. Between 1665 and 199) 
the birth rate in Quebec fluctuated between 45 and 62 per decade. Sing, 
then it has declined to 34. Births per 1,000 women of child-bearing ay 
numbered 350 in 1665-67; by 1850 this rate fell below 200; in 1926-9 
it was about 135. ‘The gross reproduction rate in the middle third of th 
seventeenth century was more than double the highest rate recorded jy 
Northern and Western Europe in the nineteenth century. At present the 
gross reproduction rate is about what it was in Germany around 1900, 
The data for the English-speaking portions of Canada are inadequate, 
Both the birth rate and the general fertility rate were and are lower than 
the corresponding rates in Quebec. However, the gross reproduction rate 
is still considerably higher than the highest corresponding rate found in 


Northern and Western Europe in 1926. 

Fertility varies appreciably in the eight English-speaking provinces, 
Where large portions of the population are of French descent and wher 
the proportion of European immigrants is high, fertility is higher than in 


Ontario and the Maritime Provinces where the British element predoni- 
nates. Among the latter, fertility approaches the present low level of 
Western and Northern Europe. 

J. J. Spencuer 


Prace, F. Illustrations and proofs of the principle of population. Edited 
by N. E. Himes. (Boston and New York: Houghton Mifflin. 19380. Pp. 
354. $4.50.) 

This is an exact reproduction of Place’s work which first appeared in 


1822. The volume contains a valuable introduction and critical and textual 
notes by Professor Himes, who is preparing a complete history of the birth 
control movement in England. Several unpublished letters of Place on 
control and Coleridge’s criticisms of Malthus’ reviews on birth control are 
appended. There is no index. 

Professor Himes rightly suggests that Place’s efforts in founding the 
early birth control movement have not been adequately recognized. Place 
rejected both Malthus’ pessimism and Godwin’s extreme optimism and 
emphasized the greater tenability of a mid-position in the controversy in 
which these two writers were engaged. For Malthus’ “moral restraint’ 
Place substituted as more practicable the regulation of the size of families 
by employment of contraceptive measures. 

Place’s influence in founding the international birth control movement 
did not result from the publication of this work of which only about 500 
copies were distributed. Rather his importance rests upon his engineering 
of the distribution of practical contraceptive handbills and upon his trait- 
ing of a small but vigorous band of disciples. He became the “mair- 
spring” of the new ment and the direct stimulator of the publication 
which made contraceptive methods common knowledge. 

J. J. 
Ranapive, B. T. Population problem of India. (London and New York: 


Longmans Green. 1930. Pp. xviii, 216. 10s. 6d.) 
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The argument presented in this book runs somewhat as follows. Popu- 
lation growth in India since British rule began has been held in check 
in part by such preventive factors as pre-puberty intercourse and pro- 
longed lactation, and to a much greater extent by the positive factors of 
famine, epidemics such as fever, plague, and influenza, and endemic dis- 
eases such as cholera and malaria. These positive checks have operated 
by preventing births as well as by causing deaths, making for violent 
fluctuations in the birth rate. Years of low fecundity caused by the above 
are becoming more common and indicate an increasing maladjustment 
between population and means of support, the seriousness of which is also 
made clear by various studies of living standards. “We have multiplied 
to the lowest point compatible with human existence.” 

Taking up means for improving this situation, it is held that agricultural 
production cannot be expanded to keep pace with population growth, since 
the low quality of land not already utilized checks additions to area, while 
the poverty of the peasant prevents more intensive cultivation by causing 
the use of dung for fuel instead of manure, and the loss of land and labor 
due to excessive fragmentation of land holdings. Industrialization as a 
solution is considered to be sadly inadequate. Development in the past 
has been at so slow a rate that a smaller proportion of the working popula- 
tion is thus employed at present than in former years, throwing a greater 
burden on agriculture. This does not augur well for a great expansion 
of industry in the future. Unlike many western countries, India cannot 
support a large proportion of her 319,000,000 persons (in 1921) by in- 
dustry, partly because of the size of the task and the dearth of accumulated 
capital, but also because of the impossibility of disposing of a vast quantity 
of goods (granting that they could be produced) to the impoverished people 
in the home market, or in foreign markets in competition with nations 
entrenched for many decades. 

In conclusion, the author turns to birth control, practised so intensively 
as to reduce the population, as the only possible remedy. He is sceptical 
of its adoption by the mass of the Indian people, however, since the 
“squalid circumstances under which they live, and their blighted outlook 
on life, prevent them from exercising any foresight with regard to their 
future,” and since their “social and religious traditions . . . will not 
allow of such a revolutionised outlook on life.” “The absence of male 
issue is a social stigma; . . . a girl unmarried at puberty is a ‘source of 
social obloquy’; sterility in a woman is a grievous crime.... These 
beliefs are held with the usual tenacity with which all orthodox supersti- 
tions, having no rational basis, are adhered to.” In spite of all this, the 
author is “firmly convinced that [birth control] is the only method for 
the solution of the problem that confronts us.” 

The book is well worth reading by anyone interested in the population 
problem of India. Considerable data are presented to substantiate the 
argument. 

P. K. 


Resinson, C. H. Seventy birth control clinics: a survey and analysis in- 
cluding the general effects of control on size and quality of population. 

_ (Baltimore: Williams & Wilkins. 1930. Pp. xx, 351.) 

Suiroski, N., and others. Population. Harris Found. lectures on internat. 
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port of Governor C. C. Young’s Mezican Fac. 
n Francisco: State House. 1930. Pp. 214,) 
o years’ work of a committee appointed j, 
‘oung of California to ascertain the “faci; 
social and agricultural aspects of Mexican imnj. 
\ wealth of information, obtained largely throug) 
is presented in the text and the 84 tables anj 
text. Good summaries are appended to each 
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report indicates that many Mexicans enter this 
idoption of visa requirements has cut down 

t, while Mexicans usually come to stay, many do 
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rnia’s industry; that curtailing Mexican imni- 
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at present. 


J. J. Spenerer 
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Pp. 426. $4.) 
ial problems of the machine age. (Los 
California Press. 1930. Pp. ix, 79. $1.) 
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312 consequent peculiarities of style and to weld the report into a unified whole. 

The parallelism between the two communities is not consistently carried 
| Pact iconah and some irrelevant comparisons of rural and urban children are 
14,) made. The latter are unfortunate as they represent a deviation from the 
ted in announced objective. These faults are minor, however, and the report 
“Fact should prove enlightening to those who are accustomed to think of the 
immi rural population as a rather homogeneous group, with similar ideals and 
rough impelled by common motives. Significant differences existing between two 
es and appare ntly similar communities, and the reasons for those differences, are 
O each cle learly developed. 
A. G. Brack 

this 
down :, H. Crime and the criminal law in the United States. (New York: 
ny do Macmillan. 1980. Pp. xvii, 615. $6.50.) 

form Branpets, L. D. The social and economic views of Mr. Justice Brandeis. 


Edited by A. Lier. (New York: Vanguard. 1930. Pp. 440. $4.50.) 

Brown, E. F., and others, editors. City noise: the report of the commission 
appointed by Dr. Shirley W. Wynne, Commissioner of Health, to study 
noise in New York City and to develop means of abating it. (New York: 
Noise Abatement Commission, Dept. of Health. Pp. 320.) 

Brunner, E. pe S. Industrial village churches. (New York: Institute of 
Social and Religious Research. 1930. Pp. xii, 193. $1.50.) 

Cianx, M. A. Recording and reporting for child guidance clinics. (New 
York: Commonwealth Fund Division of Pubs., 41 E. 57th St. Pp. 148. 


otey, C. H. Sociological theory and social research. (New York: Holt. 
1930. Pp. 858. $3.) 
Eaton, A. and Harrison, S. M. A bibliography of social surveys. Reports 
of fact-finding studies made as a basis for social action, arranged by sub- 
jects and localities. Reports to January 1, 1928. (New York: Russell 


»neral 
with 
gton: 


9, to Sage Foundation. 1930. Pp. xlviii, 467. $3.50.) 

New This volume should prove of value, not only to the historian of our social 
life, but to the student of social problems who wishes to assemble data in 

(Los his special field. It lists 154 general social surveys and 2,621 surveys in 

L) specialized fields. The latter represent 125 separate groupings, divided 

n in- as follows: schools and education, 625; health and sanitation, 469; indus- 

ork: trial rere. 296; city and regional planning, 155; delinquency and 
correction, 152; and housing, 112. A few of the surveys relate to foreign 

fare countries. The bibliographical entries give the agencies conducting the 

The survey, the publisher, date, price, and statement as to whether the publica- 

g of tion is out of print or not. The geographical index covers over 100 pages. 

that Freverick, J. G. Humanism as a way of life. (New York: Business Bourse. 

nain Pp. 351. $3.) 

is a Gow,C. R. Foundations for human engineering. Edited by F. A. Macoun. 

ible, New York: Macmillan. Pp. 239. $1.60.) 

| ac: Lectures in the course of humanics, which is given at the Massachusetts 

| the Institute of Technology to juniors and seniors to instruct the students in 

> te- he fundamentals of human relationship. 

cS a Haut, F. 8. and Exus, M. B., editors. Social work year book, 1929. (New 

ty York: Russell Sage Foundation. 1930. Pp. 600. $4.) 

the 


This book represents the first of a series of biennial publications cal- 
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culated to record organized efforts in the country for dealing with social 
problems. More than 200 topics are discussed. ‘These are treated alpha- 
betically and are therefore self-indexing. The table of contents consist; 
of a classified list of these articles. There are twelve groups as follows: 
families or adults; children; handicapped; miscellaneous classes; menta] 
hygiene; health industries; crime; recreation; community organizations; 
church social work, and miscellaneous topics. The editors have been as. 
sisted by nearly 200 contributors, each of these an expert in his line, As 
far as possible each article has been handled under the following sections: 


history and present status; training requirements and opportunities, de- 


velopments and events, 1929; and legislation, 1929. 

The editor recognizes the difficulty experienced in collecting the list of 
laws passed in 1929, as well as the reports from community chests and 
from public boards of welfare, health, education and labor. As a conse- 
quence, some of the information is incomplete or premature.... For ex- 
ample, on page 201 reference is made to a California law or constitutional 
amendment exempting certain non-profit hospitals from taxation. This 
amendment needed to be ratified to become operative but instead has been 
defeated by the people so that the law referred to does not actually exist. 
Such oversights are no doubt rare and therefore the book becomes a most 
valuable compendium for the social worker. 

Part II consists of brief descriptions of more than 400 public and private 
national agencies engaged in the promotion of some phase of social] work. 
However agencies “whose purpose is to promote peace, international good 
will, temperance, prohibition, or education other than special education for 
negroes” are not listed. This list is also arranged alphabetically and a 
final section classifies the agencies according to topics. 


Georce B. Manco.tp 


Hewes, A. The contribution of economics to social work. (New York: Co- 


lumbia University Press, for the N.Y. School of Social Work. 19380. Pp. 
ix, 135. $2.) 

This little book will be useful largely to the extent to which it impresses 
social workers the necessity of understanding the fundamentals of 
economics, and it is obviously not intended for those already acquainted 
with its principles. One of the great weaknesses of social work has been 
due to the ignorance of social service organizations of the economic back- 
grounds and economic processes on which social work should be built. If 
the book shakes individuals out of the complacent smugness characteristic 
of much social work, it will have performed a signal service. Among the 
topics discussed are: measurement of economic data; what can a commur- 
ity afford; bargaining power of groups and individuals; economic myths 
and the economist’s outlook. 

The book hardly lives up to its title; and myths such as those of the 
Economic Man, Laissez Faire, Wages Fund, and Iron Law of Wages are 
discussed as though their mythical character were a recent discovery. The 
author leans too heavily on a single writer in her statements of the effect 
of machinery, and leaves us quite confused and uncertain in respect to the 
causes of unemployment 

Some emphasis is given in the final pages to the necessity of making 


social workers realize that it is necessary to change the conditions out of 
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which particular maladjustments grow. This view needs to be constantly 
reiterated, although it has been expressed many a time among the last 


enty-five years. 
twenty-five y Georce B. Mancoip 


Horrer, C. R. Introduction to rural sociology. (New York: Richard E. 
Smith. Pp. 427. $2.50.) 

Huston, W. Social welfare laws of the forty-eight states. (Des Moines: 
Wendel Huston Co. 1930.) 

Jerer, H. R. and McMitien, A. W. Registration of social statistics for the 
year 1928: a report submitted to the Joint Committee of the Association 
of Community Chests and Councils and the Local Community Research 
Committee of the University of Chicago. (Chicago: Univ. of Chicago. 
1930. Pp. xiii, 956.) 

Mirter, S., Jr. and Frercuer, J. F. The church and industry. (New 
York: Longmans Green. 1930. Pp. xiii, 273. $2.50.) 

Peet, G. The economic war. (New York: Macmillan. 1930. Pp. 291. 
$4.25.) 

Ricz, S. A., editor. Methods in social science: a case book compiled under 
the direction of the Committee on Scientific Method in the Social Sciences 
of the Social Science Research Council. (Chicago: Univ. of Chicago Press. 
1931. Pp. xiii, 822. $4.50.) 

Scniavo, G. What crime statistics show about Italians. Italian Hist. Soc. 
pamph. no. 9. (New York: Italian Hist. Soc., 113 W. 42nd St. Pp. 
30. 5c.) 

SeniomaNn, E. R. A. and Jounson, A., editors. Encyclopaedia of the social 
sciences. Vol. II.  Alliance—brigandage. (New York: Macmillan. 
1930. Pp. xxvi, 696.) 

Se.vipce, R. W. and Fryxiunp, V. C. Principles of trade and industrial 
teaching. (Peoria, Ill.: Manual Arts Press. 1930. Pp. 219. $2.75.) 
Soroxin, P. A., ZimmERMAN, C. C. and Gatpin, C. J., editors. A systematic 
source book in rural sociology. (Minneapolis: Univ. of Minnesota Press. 

1930. Pp. xx, 645.) 

Spaur, W. E. and Swenson, R. J. Methods and status of scientific research, 
with particular application to the social sciences. (New York: Harper. 
1930. Pp. xxi, 583. $4.) 

Designed for the beginner in research, particularly college seniors and 
those expecting to engage in research leading to the master and doctor- 
ate degrees. Attempts to provide “the three most valuable tools necessary 
to successful research,” (1) the principles of critical scholarship which 
appear to be most generally acceptable among the leading scholars of the 
world; (2) the proper technique to be used in applying the principles of 
scientific method ; (8) a general knowledge of the status of research in the 
social science field, The book is eminently practical, with convenient sum- 
marized information as to the use of libraries, the service, the question- 
naire, information as to notation, etc. : 

Stronc, M. K. Public welfare administration in Canada. (Chicago: Univ. 
of Chicago Press. 1930. Pp. 247. $3.) 

Tucwert, R. G., Munro, T. and Stryker, R. E. American economic life 


and the means of its improvement. 8rd ed. (New York: Harcourt Brace. 
1980. Pp. ix, 787.) . 
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Weser, M. The Protestant ethic and the spirit of capitalism. Translate 


by T. Parsons New York: Scribner’s. 1930. Pp. 807. $3.) 
Wuite, L. D., editor. The new social sciences. (Chicago: Univ. of Chicago 
Press. 1930 x, 182. $1.50.) 

Contains addr lelivered at the dedication of the Social Scieng 

Building at the University of Chicago, December 16 and 17, 1929, 

WituiaMs, P. and ¢ xron, F. E. Corporation contributions to organized 
community wel} services. (New York: National Bureau of Econom 
Research. 1930. Pp. 347. $3. 

The Association of Community Chests and Councils, desirous of ob. 
taining as complete and exact information as possible concerning the con. 
tributions to o1 ed charity by corporations in cities where community 
chests exist, ar: | with the National Bureau of Economic Research ty 
make the necessa! dy. Community chests in 129 cities are included, 
although for « )f this number were annual figures available as fx 
back as 1920. Of the amount raised in 1929 by the chests in all of th 
cities, $12,954,769, representing 22 per cent of the total, was contribute 
by 83,977 cor ions. Substantial variation in the percentage of cor 
poration cont ns of course occurs from city to city; contribution 


7 


low 10 per cent in 17 cities and rise above 50 per 
cent in 8—Pontiac, Michigan; Rochester, New Hampshire, and Rom, 
New York. 


from this sour 


More significa ire the differences among the main groups of indu- 
tries. The auth believe that, in general, corporation managements con- 
tribute to local charities on the basis of their analysis of the benefits to 
be derived by stockholders. This resolves largely into a matter of gooi- 
will: managements attempt to gauge the amount of good-will to be antici- 
pated from employees or consumers in consequence of the sums contributed. 
Thus, corporat | in manufacturing and in retail and wholesal 
merchandising stand high, accounting for 43.5 and 31.5 per cent, respec- 
tively, of the aj nately 13 million dollars from all corporations in 
1929; the latte: entage comprises 4.4 from retail chains and 26.7 from 
retail and wholesale trade other than chain stores. However, it appears 
that nice calculations of good-will benefits to the corporation do not entirely 
explain outstandi1 erences. For example, of the 832 railroad corpors- 
tions in the ec , contributions of $28,550 were made in 1929 by only 
13 corporations, and this represented 0.1 per cent of total corporate cor 
tributions that [he authors ascribe this in part to the fact that the 
railroads are not ly localized and in part to the circumstance thsi 
during the war when corporate contribution to charity first received 
their main imp¢ railroads missed this educational experience becaus 
they were under federal operation. Similarly, insurance companies, banks 
and chain stores not rank high in their relative contributions, although 
the last two ha n substantial increases in recent years. In the case 
of public utili han railroads, their relationship to the local areas 
which they ser them to contribute fairly generously to community 
chests. It is stated t “the increase in amounts received from publi 
utility corporati n ompared with 1928 is marked,” and that tie 
increase “‘may be n as reflecting the new attitude of such corporatiom 
toward the pul In this connection it would have been in order 


remind the reader that the sudden higher valuation placed by the utilities 
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— public good-will may possibly have been due to a desire to counteract 

y ill-will that might have arisen as a result of disclosures by the Federal 
Trade Commission. Such considerations, however, were apparently re- 
carded as outside the proper scope of this study. Likewise, examination 
of possible alternatives (in the form of such devices as public health in- 
surance, unemployment insurance and old age pensions) to the system of 
private doles embodied in the community chest evidently were not thought 
of as falling within the authors’ subject-matter. 

The work will be valuable in calling attention to some of the weak links 
in chain of corporation contributions. Through access to information 
permitting exact comparisons among industries and cities, community chest 
officiz als in all sections of the country should be stimulated to devise ways 
and means of overcoming “sales resistance” to pleas for the support of 
charity. The content of the book is characterized by the superior work- 
manship one has come to expect of the National Bureau’s publications. 
The Bureau’s customary reliance on statistical method marks the study; 
there are 68 tables in the text and the appendix of 111 pages is largely 
comprised of additional tables. 

Lyte W. Coorer 


Wisner, E. Public welfare administration in Louisiana. Soc. serv. mono- 
graphs no. 11. (Chicago: Univ. of Chicago Press. 1930. Pp. 256. $3.) 

Wisster, A. Die Opiumfrage. Eine Studie zur weltwirtschaftlichen und 
eltpolitischen Lage der Gegenwart. Probleme der Weltwirtschaft, Band 
52. (Jena: Fischer. 1930. Pp. xxiii, 278. Rmk. 12. ) 

Wrout, J. C., editor. Foundations of industrial education. (New York: 
Viley. 1930. Pp. 492. $3.) 

Younc, K. Social psychology: an analysis of social behavior. (New York: 
Knopf. 1930. Pp. xvii, 674, xxi.) 

Jinx, H. City bosses in the United States: a study of twenty municipal 
bosses. (Durham: Duke Univ. Press. 1930. Pp. xi, 371. $4.) 

Children’s Bureau and other publications relating to children. (Washington: 
Supt. Docs. 19380. Pp. 17. Gratis.) 

Prohibition enforcement: its effect on courts and prisons. (Washington: 
Assoc. against the Prohibition Amendment. 1930. Pp. 32.) 


Insurance and Pensions 


NEW BOOKS 


Barowin, W. E., editor. Kentucky insurance laws, annotated, 1930, contain- 
ing all insurance laws in force to January 1, 1932. (Cleveland: Baldwin 
Law Pub. Co. 1980. Pp. 110.) 

Dev Bos, F. R. The insurance broker: his legal and practical position, his 

bligations to clients and insurance companies. Howe readings on insur., 
no. 12. (New York: Insurance Soc. of N.Y. 1930.) 

Jannorr, K. Das Versicherungswesen in Volks und Weltwirtschaft. Vort- 
rag, gehalten am 5. Juni 1930 im Wissenschaftlichen Klub des Instituts 
fiir Weltwirtschaft und Seeverkehr an der Universitit Kiel. (Jena: 
Fischer. Pp. 40. Rmk. 1.80.) 

Kanter, C. M. Business interruption insurance. A survey of the coverage 
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of business interruption losses caused by fire and allied hazards other thy 
marine. A thesis. (Philadelphia: Univ. of Pennsylvania Press, 193) 
Pp. iv, 244. 
Muncert, B. D., and others. Insurance. (New York: Alexander Hamil, 
Inst. 1930. Pp. xx, 337.) 
Scutty, C. A. and Gansz, F.W. Business life insurance trusts. (New 
and London: Appleton. 1930. Pp. xv, 277.) 
Smiru, H. A. Economy in publie school fire insurance. Contribs. to edy. 
no. 428. (New York: Teachers Coll., Columbia Univ. 1980. Pp. ti, 
113.) 
Weppicen, W. Grundfragen der Sozialversicherungsreform. Ein Beitray 
zur Theorie und Tech nik der Sozialversicherung. (Jena: Fischer. 1939, 
Pp. x, 118. Rmk. 6 
The Association of Life Insurance Presidents: proceedings of the twenty. 
fourth annual convention held in New York, December 11 and 12, 198), 
(New York: Pesce of Life Insur. Presidents, 165 Broadway. 1930. Pp, 
280.) 
Company plans for unemployment insurance. (Princeton: Princeton Uniy, 
Industrial Relations Section. 1931. Pp. 15, mimeographed.) 
Fire insurance laws, taxes and fees, containing a digest of the statutory re 
quirements in the United States and Canada relating to fire insurance con- 
panies and agents, with many quotations from the statutes; also a compilc- 
tion of county and municipal taxes and fees. 30th annual ed., rev. to Sept 
1, 1930. (New York: Spectator Co. 1930. Pp. 748.) 
Federation of mutual fire insurance companies: proceedings and papers of 
the third annual underwriters’ conference held in Cleveland, June 9-10, 
1980. (Chicago: Aggerbeck Co, 1930. Pp. 176.) 


Socialism and Co-operative Enterprises 
NEW BOOKS 


Buxnarin, N. Imperialism and world economy. (New York: Inter: 
tional Pubs. 1929. Pp. 173. $2.) 


This essay, which has recently appeared in an English translation, wa 


written in 1915 and first published in Russian in 1917. Its emotion 


background is best indicated by the author, who says that “the manr 
script was written at a time when Socialism, crucified by capital and th 


‘Socialist’ traitors, was suffering the greatest possible humiliations.” In 
his preface Bukharin said that he had not furnished his essay with fresh 
statistical material 

There is a brief introduction by Lenin. This introduction, originally 
(December, 1915) signed V. Ilyin and lost during the wanderings of the 
manuscript in Russia, was subsequently found and first published i 
Pravda, January 21, 1927. Lenin asserts that the “scientific significane 
of Bukharin’s work consists particularly in this, that he examines th 
fundamental facts of world economy relating to imperialism as a whol 
as a definite stage in the growth of most highly developed capitalism.” 

Bukharin’s essay is divided into four parts: (1) World economy a 
the process of Saseenotionadiaailiie of capital; (2) World economy 
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> thes the process of nationalization of capital; (3) Imperialism as the reproduc- 
1939 tion of capitalist competition on a larger scale; and (4) The future of 
imperialism and world economy. It is perhaps unnecessary to say that 
milton the treatment is, so far as I can judge, in the orthodox Marxist manner, 
at least as the Bolshevists understand Marx. Orthodoxy was highly 
York valued by Lenin, who refers in his introduction to one of Kautsky’s pamph- 
lets published in 1909 (Der Weg zur Macht) “in which he drew sound 
edue conclusions as a Marxist for the last time.” 


citramcuanc, S. H. M. The Marzian theory of the state. (Chester, Pa.: John 
1930 Spencer, Inc. 1930. Pp. 200. $2.50.) 
‘Be awier, H. W. The new capitalism and the socialist. Pub. no. 21. (New 
wenty- York: League for Industrial Democracy, 112 E. 19th St. 1931. Pp. 47. 
10c. 
" ‘sect OY S.F. A history of socialism. (London: A. & C. Black. 7s. 6d.) 
Ryazanorr, D. The Communist Manifesto of Karl Marz and Friedrich 
Unir Engels. (New York: International Pubs. 1930. Pp. xi, 365. $3.75.) 
Because the Communist Manifesto appeared more than three-quarters of 


ry re: a century ago, it is based on circumstances and filled with allusions that 

is oe have become relatively unfamiliar to the modern reader. For this reason 3 

mile Marxians have felt that it needs a commentary. ¥ 

> Sept The function of such a work, as the author conceives it, should be to i 
give a history of the social and revolutionary movements out of which the 3 

vere of Manifesto came, to reveal the genesis of the basic ideas it contains and y 

9-10, show their relationship to the history of thought, to indicate, also, the rs 


degree to which its contentions have been vindicated by history. Obviously 
such a project is an ambitious undertaking. 

The text of the Manifesto which is used is a recent translation from the 
German made in 1928 for Martin Lawrence. The body of the comment 
itself is in part the work of the author’s own pen, in part it consists of 
excerpts from the other writings of Marx and Engels, carefully selected, 
organized and annotated. Of these two types of notes the former will 


aterns doubtless bring the greater satisfaction to the average reader. They are 
scholarly and well organized, and the relationship between the matter at 
on, Was issue and the explanatory note is very evident. With those notes which are 3] 
otional largely excerpts the author has not been so successful. The mass of these : 
mani: have come from the first volume of Capital and The Poverty of Philosophy 
and the by Marx and T'he Condition of the Working Class in England by Engels. 
s.” In It is the amplifications from Marx that have created the greatest difficulty. 
h fresh However skillfully it may be done, it seems that explaining Marx by Marx ¥ 
can scarcely escape at times the appearance of confounding existing con- | 
iginally fusion and creating the need of a commentator for the commentary. r 
3 of the As an introduction the author contributes in an interesting fashion to bs 
shed in Engels’ account of the formation of the Communist League. The appendix rq 
ificance includes the prefaces that have been written to the various editions of 
nes the the Manifesto, Engels’ Principles of Communism, the trial number of the é 
- whole, Communist Journal, the Constitution of the Communist League, etc. re 
ism.” While Professor Ryazanoff himself modestly insists that the present vol- é 
my ani ume is not that commentary which should appear, it needs no apology. i 


my ani Never so brief as to be trivial, rarely is it so cumbersome as to be confusing. 


| 
| 
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Without doubt it is the best that has yet been written; and it is fortunat 
that it has b lable for English-speaking students, 


W. A. McConaeny 


Statistics and Its Methods 


Economic Rhy By Ernst Wacremann. Translated by D, 9 
Buettocn. (New York and London: McGraw-Hill. 1980. Pp. 
xv, 287. $3.00.) 

This work is lation of Dr. Ernst Wagemann’s Konjunktu. 
lehre. The qualit ns of the author to engage in this project ar 
partially indicated ourteous prefatory note by Wesley C. Mit. 
chell. The au , a iversity professor, has been president of the 
Imperial Stati fFic nd director of the Institut fiir Konjunk. 
turforschung. H is therefore had ample opportunities to study the 
forecasting as well as to familiarize himself with 
theoretical explar ns of cyclical movements in business. 


procedure of p 


Throughout 1 <position there is revealed a sharp impatience with 
static, synthetica lerived, hypotheses. This impatience is due per- 
haps not so much to t author’s opinion that truth cannot be dis- 
closed by deduct ysis as to the urge to formulate conclusions ina 
language adapted practical utilization. Then also the restrictions 
of a theoretical system must not prohibit the inductive search for 
useful correlations and sequences. 

But the work of any large statistical organization must be based o 
some systematic icralizations if for no other reason than to suggest 
research possibili nd appropriate fields of examination. Theoreti- 
cal guidance can be totally discarded, no matter how zealous 
the efforts in that nm. What Dr. Wagemann really insists upon 
is that the theo: framework be broad enough to be comprehensively 
suggestive. Acc , in the early chapters of the book, we are pre 
sented with two « pts of economic hygiene, the one having to do 
with the circular flow of goods, the other with the circular flow of 
money. Herein w rn the economic adjustments which in dynamic 
fashion tend toward cyclical business improvement or toward cyclic 
reaction. As w xpected, this schemology is so broad as not to 
interfere greatly 1 ny statistical treatment of available material 
which might otherwise be conducted. On the other hand, however, the 
reader gains litt t of cyclical processes except with respect to 
minute aspects t] erhaps, after all, this is better than to leam 
so much that might | e, but which in reality is not. 

American read be gratified to note the considerable degree of 
attention devoted to the well-known forecasting services of this country. 


931 
But, 

plur: 
reves 
to thi 
vard 

lust 

XY 
ticall 

of in 

Bi 

indet 

enpl 
evcle 
not | 

but | 
induc 

Ce 
]nde: 
Tl 

grap 

of si 

nost 
This 

ucla 

cons 
tho 

it m 

D 
ting 

ASE 

The 
repr 

Kon 
defir 

san 

| OF 


$ ina 
ctions 


Ow of 
namie 
yclical 
not to 
terials 
or, the 
ect to 


learn 


ree Of 
untry. 


931] Statistics and Its Methods 191 


Rut, while admitting the scientific contributions of such organizations 
ls the Harvard Committee, Dr. Wagemann concludes that the “great 
lural-curve barometers” have not realized the expected results. The 
reviewer wonders here if the author has not paid too much attention 
+) the unique contributions of these services. There is much in the Har- 
vard Service besides the reading of the index chart, and all the con- 
cusions of the Babson Service are not based on the deviations from the 
XY line. Scarcely any of our large statistical organizations are prac- 
tically debarred by theoretical predilections from engaging in the type 
of investigations which the German Institute is promoting. 

But all this does not mean that American students are not deeply 
indebted to Dr. Wagemann for this instructive exposition of the methods 
enployed by one foreign organization to depict and predict business 
cycle phenomena. This work will be of interest to American readers, 
not because novel methods are employed or unique theories developed, 
but because of the light it throws upon the trend abroad toward a more 
inductive type of investigation. 

Haroxp L. Reep. 

Cornell University 


Inder Numbers Elucidated. By Wittrorp I. Kine. (New York: 
Longmans Green. 19380. Pp. xx, 226.) 


The purpose of this book, as stated by the author in the opening para- 
raph of the introductory chapter, is “to dissipate, by the application 
of simple logic and careful reasoning, the mathematical fog which, al- 
nost from the beginning, has enveloped the science of index numbers.” 
his sentence contains a challenge to the so-called mathematical statis- 
tician, who devotes nearly all of his discussion of index numbers to a 
consideration of the various algebraic formule in an effort to discover 
the “ideal” one. However, the book is not entirely critical. In fact 
it may be said to constitute a reconsideration of the whole problem of 
mdex numbers from the pragmatic point of view. 

Dr. King’s definition of index numbers is very interesting. He dis- 
inguishes between relatives based upon complete data and relatives 
ased upon sample data. The latter kind of relatives are index numbers. 
The word “index,” he argues, means an indicator or something which 
represents something else. Hence, the term “index number” implies 
‘an agent and not a principal.” Accordingly, “index numbers may be 
lefined as relatives derived by some sort of an averaging process from 
sample data and intended for use either as indicators of the relative 
es of different groups of items or as indicators of changes occurring 
in aggregates during the passage of specified intervals of time” (p. 47). 
f course, it is best to work with complete data in computing relatives; 
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but, if complete data are not obtainable or are too expensive t 
I 0 col 


lect, one must be satisfied with sample data and compute index number; 
As the size of the sample increases, the index numbers will approac 
the relatives of the complete data as limits. A consideration of inde 
numbers, therefore, leads to the problem of sampling; and, as a result 


a whole chapter is devoted to the process of sampling as applied 
index numbers. 

Much space is devoted throughout the book to the question, “Which 
is the correct mathematical formula to use in constructing relative 
based upon complete data or index numbers?” Dr. King says that thi 


depends entirely upon the question which the statistician desires to 


answered. Once this question is formulated definitely, the correct for 
mula to be used becomes obvious. Moreover, as soon as the question j 
changed, the formula also has to be modified. “The truth is,” says th, 
author, “that the nature of the question asked determines absolutely th 
mathematical procedure which must be used in arriving at the answer 
in other words, no essential change in the method of solution is per 


missible except when the question to be answered changes” (p. 26) 
One may prepare an infinite number of questions, and each one will re 
quire a different formula. “To seek for a general formula that wi 
answer all types of questions is, then, evidently an absurd procedure 
(p. 53). This is Dr. King’s reply to those who advocate an “ideal-for 
mula.” To combine several formule or to average them in order ta 
try to answer all questions, he declares, produces only a hodge-podge. 
There is no “best” formula, as each formula is “best” to the questic 
it attempts to answer. This means that all the tests used to determine 
the extent of bias in index numbers are unnecessary, as the correctness 
of the formula can be determined simply by an application of the 
“ordinary rules of logic.” 

The book also contains lengthy and illuminating discussions of such 
topics as the difference in results obtained by the average-of-relatives 
method and the method of aggregates, “chain index numbers,” the prob- 
lem of bias in averages as applied to index numbers, and the construc- 
tion of a general purpose index number to measure the purchasing power 
of money. Lastly, there is presented a large amount of illustrative 
material, based upon hypothetical and actual data, which is used 1 
testing the various index number formule. 

There are many who will not agree with the views expressed by Dr. 
King in this book. However, no one can deny that he has thrown cor- 
siderable new light on the subject of index numbers. He has al 
shown that the problem is by no means a closed one, and that further 
experimentation will have to be done before any final decision can bt 
reached on various points. 
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to col The book is written in a very clear style. It contains numerous 
umbersig suggestions of practical value to the student of index numbers. 

proach Jacos PERLMAN 
of inde University of North Dakota 
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plied {4 NEW BOOKS 

‘ Bcox, G. V. An appraisal of American business forecasts. Rev. ed. (Chi- 

“Whic eago: Univ. of Chicago School of Commerce and Admin. 1930. Pp. 93. 

$1.) 

relative ai F. Methodik der Volkszihlungen. (Jena: Fischer. 1931. Pp. xii, 

hat o42. Rmk. 15.) 

es to ba Kuznets,S. Wesen und Bedeutung des Trends. Zur Theorie der sikularen 

ect forge Bewegung. (Bonn and Leipzig: Kurt Schroeder. 1930. Pp. 51. R.M. 

Marcu, L. Les principes de la méthode statistique, avec quelques applica- 

Says thal tions aux sciences naturelles et a la science des affaires. (Paris: Felix 

itely tha Alcan. 1930. Pp. xi, 807. 125fr.) 

answer Muncert, B. D. Statistical tables and graphs. (Boston: Houghton Mifflin. 

is per 1930. Pp. viii, 194.) 

‘p. 26) There is a growing realization that graphs and tables have a function to 

perform in their own right in statistical methods. From this, Mudgett’s 


will a. book takes its cue. Here is gathered in a concise, clear, and simple, but 
hat wil scholarly work, our fundamental knowledge of statistical tables and graphs. 
cedure" Similar material on tables has heretofore been readily available only in the 
leal-for#® more restricted discussion of Jerome’s and Secrist’s texts. Prior discus- 
order tom sion of charts has been either quite detailed or rather cursory. 
‘cond The emphatic point of view taken by the author is that the purpose of 

. statistical tables and graphs is to present relationships among statistical 
questa facts. There is a wide use of our knowledge of statistical methods and 
etermineM® statistical philosophy as tools in understanding tables and graphs, very 
rectnes™™ clearly a reversal of customary habits of thought. There is a healthy em- 


of the phasis upon experiment to determine the effectiveness of different methods 
of presentation. 
The failure to discuss or even mention computation tables seems to be 


of suc an omission. One finds some wavering between the use of concrete illus- 
relativsi® tration as a type and discussion of the particularities of the illustration. 
he prob- The subtlety of Mudgett’s magnitude and frequency distinction seems out 
onstruc- of proportion to the simplicity of the book as a whole. There are certain 
g power “minor inaccuracies. On page 25, two columns on a tabulating card are 
aivatine said to be sufficient for thirty items. Chart 31, page 137, a redraft of 
a Chart 32, errs in having an ambiguous time scale. 


Evmer C. Bratr 


| by Dr. 


ywn con- 


Peter, H. Grenzen der Statistik in der Konjunkturforschung. Ein Beitrag 
cur Kritik der Wirtschaftsprognose. (Bonn and Leipzig: Kurt Schroeder. 
1930. Pp. 73. R.M.8.60.) 


vas also 

Prpram, K. Die staédtische Grundrente im Konjunkturverlauf. (Bonn and 
Kurt Schroeder. 1930. Pp. 14. R.M.1.) 

b can Rick, S. A., editor. Statistics in social studies. (Philadelphia: Univ. of 


Pennsylvania Press. 1980. Pp. xii, 222. $3.) 
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The aim exhibit the nature of the problems thy = 
are encounte: ls of statistics are applied to social andj = 
sociological s wing is a list of titles with authors: “The a 
historico-sta » social studies,” by Stuart A. Rice, Upj. 
versitv of P stical studies of marriage and the family,” 
by William iversity of Chicago; “Statistical studies of - 
health and n Hugh Carter, Uni versity of Pennsylvania; 2 
“Statistical s ney,’ by Ralph G. Hurlin, Russel] ws 
Foundation: race relations,” by Donald Young, 
versity of P tistical studies of crime and the adminis. pe 
tration of ju ke, Western Reserve University; “The 
beginnings .’ by L. C. Marshall, Institute of Lay. Warr 
Johns Hopki: rohibition: statistical studies of enforcement 
and social eff Gebhart, Association Against the Prohibi- i , le 
tion Amendm in prohibition statistics,’ by Herman Feldman, ges 
Dartmouth ¢ | examination of certain prohibition statis- Pol 
tics,” by Ir Yale University; ‘Statistical studies of social 
attitudes and by Stuart A. Rice, University of Pennsyi- 
vania: “Comn L. L. Thurstone, University of Chicago; “Sty. 


tistical studies ty and personality maladjustment,” by Clifford 


Kirkpatrick, Viinnesota. 
Sutcuirre, W. ‘ the business man. (New York: Harper 
1930. Pp. ix 
The author entary Statistical Methods in 1925, in this 
volume treats tion of statistics to business problems, Some 
attention is g thods; and among the topics discussed are: 
the need of in budgeting; market analysis; financial state- 
ments ; detern nality in business; business trends, and cycli- 


cal movement f interest in showing how statistical methods 


can be applie srdinated problems. 

Unaker, R. S n between weather and crops, with special 
reference to I Memoirs of the Indian Meteorological Dept, 
vol. xxv, pal H. M. Stationery Office. 1929. Pp. 9. 
ts.1. 

Vinci, F. Int lo statistico. (Padua: Antonio Milani. 
1930. 

1 his volum material given to students at the University 
of Bologna it ry 1929-30. The author divides statistical 
work into th: t p. 7): (1) methods of collecting, rep- 
resenting, an ybser ations; (2) theoretical schemes of 
analysis for nd (3) development of relations between 
groups of pl lume is restricted to the first of these di 
visions wh icient for understanding ordinary work 
in statistics pters consider introductory material bit 
include an or statistics as a special division of logit 

p. 10). JT tatistical laws as deductions from statist 
cal work wl n of the concrete problems of life.” Th 
two chapters ‘aphic contain the usuil 
textbook mat \apters on “Representative constants of 
the observati ions of these functions to statistical dats’ 


‘comprise 6 They present the classical mathen 
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hat tical theory behind each of the computed constants which includes the 
and simpler items of averages, dispersion, curve fitting, ete. There is no dis- 
The cussion of index numbers nor of correlation. An interesting method of 
Jni- 


successive approximations for regular and irregular curves is given on page 
140. There is no discussion of static and dynamic series, and no distinction 
is maintained at any point which would remedy the differences between the 
probabilities of the two types of series. The book definitely indicates the 
greater degree of mathematics contained in statistical work abroad as com- 
pared to elementary courses in this country. 
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Warpwe.tt, C. A. R. Business economics and statistics: statistics and the 
business cycle. (Philadelphia: LaFayette Institute. 1930. Pp. 47.) 
Index-numbers of prices of agricultural products and other price-indices of 
interest to the farmer (methodological data and tables). (Rome: Istituto 

Poligrafico dello Stato. 1930. Pp. xxiv, 120.) 


rper. 


n this 
Some 
d are: 
state- 
cycli- 


ethods 


special 
Dept, 
Pp. 9 


Milani. 


versity 
tistical 
ig, Tep 
mes 0! 
yet ween 
vese di- 
work 
rial but 
of logic 


te 
|| 
| 
statisti 
The 
1e usual 
tants of 
] dats’ 
athems 


DOC 


In the series 
of Comm«e rce 
by R. E. Cahn 
cal Appliances, 
Investments in I 
Leather Industr 
10c.); No. 733, J 
piled by Irving I 
Marine Engine 
Asia (pp. 44, 10 
Equipment in 
Luzemburg Iron 
737, Fresh Fru 
31, 10c.); No. 7 


Bulletin No. 7 
special interest. 
begun in 1921, 
corporations and 
corporations and 
This is nearly 


abroad. The lars 


America is next 


amount to about 


In the Trade 
and Costs in Lat 
Currency and E 
tional T'rade in 


book on American 


166, 25c.); No. 1 
(pp. 129, 25c 

bury (pp. 48, 1 
Foreign Countri 


19380, by D. B 


\ 
Coffee, by M. L. 


Al 
Travel by 


Bulletin No. 


115 countries ar 


and recent legisla 


Bulletin 104, H 


covers the sixteen 
issues were pul 
in regard to the 
The Bureau of 
Census of Distr 
in a given city. 


PORTS, AND LEGISLATION 


es and Commerce 


1931] 


The 
Indust 
83 00 
bearing 
m Bulletins published by the Departmen: 
729, The Brazilian Market for Belting, 
730, British Market for Domestic Elects. 
p. 17, 10c.); No. 731, American Direc 
y P. D. Dickens (pp. 57, 10c.); No. 739, 
choslovakia, by Julius Schnitzer (pp. 24 
ca (except Union of South Africa), con. 
Oc.) ; No. 734, Markets for Motor Boat, 
Canada, Latin America, Oceania, ang 
s for Motor Boats, Marine Engines, and 


Stat 
deals 
Prices 
911, 3 
The 
June 
sociatii 
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pp. 38, 10c.); No. 736, The Belgian. Kol 
, by A. E. Burrows (pp. 19, 10c.); Nal. 77, 
of South Africa, by E. B. Lawson (pp, 
nery Market in Siam (pp. 36, 10c.), * pr 
t Investments in Foreign Countries, is of an 
thods and results of the investigation The 
the codperation of about 1,750 American )tur 
direct foreign investments of American Crops 
about $7,478,000,000 at the end of 1929, ai 
private long-term American investments on 
n Canada, nearly $2,000,000,000; South selects 
in investments in manufacturing abroad ee 
Mis 
; have appeared: No. 100, Travel Routes nd 0 
82, 15c.); No. 102, Handbook of Foreign 
Mood (pp. 189, 30c.); No. 1038, Interna ey 
hnitzer (pp. 266, 45c.); No. 104, Hand- renee 
‘ Foreign Securities, by R. A. Young (pp. MM , );1, 
Market in Brazil, by H. H. Tewksbury = 
motive Market in Chile, by H. H. Tewks- Thi 
tor Vehicle Regulations and Tazation 
No. 109, Radio Markets of the World, 
20c.); No. 110, The World’s Exports of 
10c.); No. 118, The Promotion of Tourist 
H. M. Bratter (pp. 66, 10c.). Th 
Foreign Currency and Exchange, covers No. 
f history of world currency conditions 
exchange rates available since 1900. No, | 
rican Underwriting of Foreign Securities, No 
1929, during which 1,962 foreign security PP 
erican investors. Full details are given No. 
borrowings in the United States. 
ributing preliminary reports of the 1930 TI 
jual report relating to the retail trade Bull 
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The Bureau of Business Research of Ohio State University has issued 
Industrial and Commercial Ohio Yearbook, 1930 (Columbus, 1930, pp. 154, 
e300). This brings up to date industrial payroll data with information 
pearing on Ohio as a distribution area. 


Statistical Bulletin No. 31 of the Federal Department of Agriculture 
deals with Wheat Futures: Volume of Trading, Open Commitments and 
Prices from January 8, 1921, to December 31, 1929 (November, 1930, pp. 
911, 35c.). 

The First Annual Report of the Federal Farm Board for the Year Ending 
June 380, 1930, summarizes the development of coéperative marketing as- 
sociations and describes the control measures affecting wheat, cotton and 
butter (Washington, 1930, pp. 75). 


In the series of Commodity Prices in Their Relation to Transportation 
Costs the Bureau of Railway Economics has issued Bulletin No. 40 relating 
to Wheat (Washington, December, 1930, pp. 19). The bulletin concludes 
that “there is no definite relationship between freight rates on wheat and 
the prices paid to the farmer; that is, rate and price differentials as between 
different points do not correspond.” 


The Bureau of Agricultural Economics of the federal Department of Agri- 
culture has issued a preliminary report on Staple Length of Texas Cotton, 
Crops of 1928 and 1929 (Washington, July, 1930, pp. 14). 


The agricultural economics bibliography No. 11 (revised 1980) is a 
selected list of Economic Periodicals of Foreign Countries Published in the 
English Language (Washington, Bureau of Agricultural Economics, pp. 28). 


Miscellaneous Publication No. 97 of the federal Department of Agriculture 
leals with Land Utilization and the Farm Problem, prepared by L. C. Gray 
and O. E. Baker (Washington, November, 1930, pp. 54). The object of the 
inquiry is to provide information which will make for more effective use of 
land resources in order to assist in the solution of the farm problem. The 
central theme is overproduction and maladjustment in production. There is 
a liberal supply of maps and charts. 


The Saint Lawrence Power Development Commission appointed by the 
Governor of the State of New York has made its report under date of Janu- 
ry 15, 1981 (Albany, pp. 28). 


Labor 


The federal Bureau of Labor Statistics has issued the following bulletins: 


No. 522, Wages and Hours of Labor in Foundries and Machine Shops, 1929 
(October, 1980, pp. 158, 25c.). 

No. 523, Wages and Hours in the Manufacture of Airplanes and Aircraft 
Engines, 1929 (November, 1980, pp. 53, 10c.). 

No. 524, Building Permits in the Principal Cities of the United States in 
1929 (October, 1980, pp. 109, 20c.). 

No. 529, Workmen’s Compensation Legislation of the Latin American Coun- 
tries (December, 1930, pp. 307, 65c.). 


The Women’s Bureau of the federal Department of Labor has issued: 
Bulletin No. 78, A Survey of Laundries and Their Women Workers in 23 
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Cities, by E. I Erickson (pp. 166, 30c.); No. 80, Women 
in Florida Indus : No. 81, Industrial Accidents to Men 


and Women, by 48, 15c.); No. 82, The Employment of 
Women in the P Hawaii, by Caroline Manning (pp. 30, 


15c. ) 

The Annual k States Board of Mediation, 1980 (Wasb- 
ington, pp. 26, 4 vere fewer arbitrations of railway dis. 
putes during th ny previous year. 

The New York of Labor has compiled Workmen’s Con. 
pensation Law a rd Rules with Amendments, Additions and 
Annotattor ¢ to \ Albany, pp. 174). The Department has 
also issued Spec ne mployment in Buffalo, November, 


1950 (pp. 72 


> Finance 


In Bulletin No lebtedness of the State and Its Political 
Subdivisions, 19 Visconsin Tax Commission, there is pre- 
sented for the fir n of public debt in Wisconsin (pp. 12), 
Bulletin No. 41 « d Disbursements of the State and All 
Its Political Subd | Years Ending on or before December 
$1, 1924-1929. B ts of Municipal Accounting and Auditing. 

Among the ann n the field of public finance are: 

Annual Repor r of Banking and Insurance of the State 
of New rsey 17] 

' Twentieth Ant Tax Commission of Ohio for the Year 
Ending December? s, 1930, pp. 280). 

Sirteenth Anni South Carolina Tax Commission to the 
Governor and Ge Columbia, 1931, pp. 264). 

Biennial Ret ner of Taxes of the State of Vermont 


for the Term En Rutland, 1930, pp. 114). 
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NOTES 


The Executive Committee of the American Economic AssociaTION re- 

esis that suggestions relating to the program of the next annual meeting 
s] hould be sent by May 1 to the president, Professor Ernest L. Bogart, Uni- 
versity of Illinois, Urbana, Illinois. It is particularly desired that the Pro- 
gram Committee should receive information with regard to new investigations 
or studies which would be of general interest to the membership of the 
AssOcIATION. 


The following persons have been chosen members of the Nominating Com- 
mittee of the AMERICAN Economic Association for the year 1931: Professor 
7, S. Adams, Yale University, chairman; Professor Abraham Berglund, Uni- 
versity of Virginia; Professor Harry Gunnison Brown, University of Mis- 
souri; Professor H. E. Hoagland, Ohio State University ; Professor Abbott 
Pavson Usher, Harvard University; Professor C. W. W right, University of 


Chicago. 


lhe following names have been added to the membership of the American 
»womic AssociaTION since November 1: 


Aitken, J.. 407 Earl St., Kingston, Ontario, Canada. 

\itman, O. L., 82 Gates Hall, University of Chicago, Chicago, Il. 
Armour, W. N. M., 140 West George St., Glasgow C2, Scotland. 
Armold, A. Z., 628 West 15lst St., New York City. 

Artaud, T. " Cosmos Club, W ashington, D.C. 


Atkinson, .- x 533 West 144th St., New York City. 

Bakken, H. H., College of Agriculture, University of Wisconsin, Madison, Wis. 
Barron, D. N., Box 173, Collegeboro, Ga. 

Belden, M., Keuka College, Keuka Park, N.Y. 

Belden, W. H., Kalamazoo College, Kalamazoo, Mich. 

Bige oe E., 310 South Howes St., Fort Collins, Colo. 

Blackburn, R. F., 1428 John Jay Hall, Columbia University, New York City. 
Bla chard, J J. D., Box 8032 University Station, Columbus, Ohio. 

Block, L. H., 407 Temple St., New Haven, Conn. 

B 


twright, J. W., School of Commerce, Northwestern University, Chicago, Ill. 
Bouvier, Georgetown University, W D.C. 
Brethe ‘% t., 1717 Massachusetts Ave., N.W., Washington, D.C. 


Brown, E. H. P, 735 Haven Ave., Ann Arbor, Mich. 

uated HK .. Apt. 302, 259 Melwood St., Pittsburgh, Pa. 

Buchanan, N. S., Dept. of Economics, Colgate University, Hamilton, N.Y. 
Bullock, R. J.. Johns Hopkins University, Baltimore, Md. 

Burch, G. 1., Population Reference Bureau, Washington Square East, New York City. 
Burwell, L. K., P.O. Box 166, West Haven, Conn. 

— F. A., 1207 Aurora Ave., Boulder, Colo. 

Cahn, B. D., Apt. 5C, 800 Riverside Drive, New York City. 

C iki ns, R. 5, .. 583 Cornell St., Station A, Palo Alto, Calif. 

Camp, C. B., Dept. of Economics, Butler University, Indianapolis, Ind. 
Campball, x H., 244 Spring St., New York City. 

Carey, R. L., 718 Hamilton Hall, Columbia University, New York City. 

Cle nd, H. “. 2091 Anthony Ave., Bronx, New York ‘City. 

ind, U. F., Dl. Bell Telephone Co., 212 West Washington St., Chicago, Ill. 
Lobb, W. C., ot ith Ave., New York City. 

( . J., University Ina, Orono, Maine. 

G., Affiliated Summer Schools, 218 Madison Ave., New York City. 
B, 79 Chester Rd., Belmont, Mass. 


+ 


a ce Ohio State University, Columbus, Ohio. 

Dev E, 1407 South State St., Ann Arbor, Mich. 

Dic! ob s, P. D., No. 109, 2124 Eye St., N.W., Washington, D.C. 

Dick neil B, School of Journalism, University of Illinois, Urbana, III. 
Dies, E., 1182 Morse Ave., Chicago, Il. 
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Dizmang, O. K.., 

Douglass, P. ! ti, Ohio. 

Drechsler, B. Z., 1 n, Ariz. 

Elder, R. F., M f Technology, Cambridge, Mass. 
Elliott, G. A., I Edmonton, Alberta, Canada. 


Rukey: 
Ryan, 
Sato, 
Schnei 


Shaffer 


Engquist, E. J., House 5, Lake Forest, Ill. Shammn 
Kspens le, , Chicago, Ill. Sherm 
Fair , 21 1 Mawr, Pa. New 
Fasan¢ Rico, Tio Piedras, Porto Rico. Shiskir 
Fisher, W. A., 35 , Washington, D.C. Shoem 
Fit: lyn, N.Y. Simons 


Freeman, R. E., er Heights, Cleveland, Ohio. Smith, 


Gallan, W., 925 , Pa. Soders 
Garnsey, M. E., ige, Mass. Somer 
Graham, E. ] re, Magnolia, Ark. Stoor 

Gurvich, hington, D.C. Sublet! 
Hall, F. ¢ l . Cork, Ireland. Sulliva 
Hargrave, F. F., , Ind. Suttor 
Harold, ¢ York City. Tarltot 
Helm, | Truss 
Hill, D. A., 12 nd, Ohio. Under! 
Hil. G. R., ! : t, New York University, New York City. Under 
Hinman, A. G., , ll Ind 


Honnold. J. H ? \ 116th St., New York City. Van S 


\ 1( ~ ()re. \ iid, 
Kelly, T. ] ) : rk City. War 
Knight, B. W., rt uth College, Hanover, N.H. V 
Ko¢ H., 1 University, New York City. Watts, 
Krueg M. C., y of Pennsylvania, Philadelphia, Pa. Wells, 
K usik, oe roadway, New York City. Wernt 
Lawre! ] , Lincoln, Neb. White, 
Lee, F. E., 314 ¢ y of Illinois, Urbana, Il. Wold, 
Lel Station, Texas. W 

J 2127 » Fa. 


to, Toronto 5, Canada. 


irple, W. H., S tration, University of Buffalo, Buffalo, Nove 
N.Y Ahea 
Marsh, ! D University, Montreal, Canada. Cor 
W., J 5 Wall St., New York City. — 


Munro, A. P., 414 York City. 

Neiswanger, W. A , DePauw University, Greencastle, Ind. 
Nel rton, D.C. 

Newman, C. W., tank Bldg., Richmond, Va. 


Orland, F. A., D ersity of Illinois, Urbana, IIl. 

Orton, M. F., Cl r and Valuation, Public Service Commis 
SiOI S ( 

Parmelee, R. C., 3 Champaign, III. 

Peter , E., Uni on, University of Colorado, Boulder, Colo 

Price, H. B., 80 | Conn. 

Purdy, H. L., 

Raymond, F. E., 28 ridge, Mass. 


Reitman, B. L., 42 : Station, Chicago, IIL. 
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Rukeyser, M. S., 2960 Broadway, New York City. 
van, F. Lay Faculty Exchange, University of Oklahoma, Norman, Okla. 


Soderstrom, P., Red Bluff, Calif. 
Somers, R. H., 6 Summit Rd., Watertown, Mass. 
Stoop, J. J. de, Conant Hall 4, Cambridge, Mass. 
Sublette, M. H., 404 Commerce Bldg., University of Illinois, Urbana, II. 
Sullivan, R., College of Commerce, University of Kentucky, Lexington, Ky. 
Sutton, G. W., School of Commerce, University of Georgia, Athens, Ga. 
Tarlton, D. T., Normal Station, Natchitoches, La. 
Trussell, L. W., 883 Rollston St., Fayetteville, Ark. 
Underhill, H. F., Room 450, International House, Berkeley, Calif. 
Underwood, W. W., Extension Service, Farm Management Demonstration, Lafayette, 
Ind. 
Van Sant, E. R., 125 Buckhout St., State College, Pa. 
Vanderlip, F. A., Room 701, 111 Broadway, New York City. 
Waid, F. M., 961 Ackerman Ave., Syracuse, N.Y. 
Warbasse, J. P., 884 Washington Ave., Brooklyn, N.Y. 
Watson, D. S., Dept. of Economics, University of California, Berkeley, Calif. 
tts, V. O., Yellow Springs, Ohio. 
s, H. B., Indiana University, Bloomington, Ind. 
erntz, W. W., 1926 Yale Station, New Haven, Conn. 
Vhite, C. T., 1724 Eye St., N.W., Washington, D.C. 
Wold, R. M., 2173 North California Ave., Chicago, Ill. 
Wolfson, T., 69 Orange St., Brooklyn, N.Y. 
Wood, E., University of Missouri, Columbia, Mo. 
Wood, L. A., Dept. of Economics, University of Oregon, Eugene, Ore. 


W ood, W. Bis Wakeman, Ohio. 
Woodruff, R. J., 6 Agassiz St., Cambridge, Mass. 


Yoder, W. O., School of Business Administration, University of Buffalo, Buffalo, N.Y. 
Yovitch, Z., University Club, Madison, Wis. 
Zahour, R. J., 4445 West 35th St., Cleveland, Ohio. 


lhe fifth conference on the Causey Fund was held at Oberlin College, 
November 24-25, on the subject “Looking Forward in Industry: What Lies 
Ahead in Industrial Relations.” The speakers were Professor John R. 
Commons, Messrs. Henry S. Dennison, Sidney Hillman, and Leo Wolman. 


An institute program on the prevention of unemployment was held at 
Tufts College on November 21. Speakers included Dr. Harlow A. Person, 
Dr. Benjamin M. Squires, Dr. John B. Andrews and Professor Sumner H. 
Slichter of the Harvard Graduate School of Business Administration, and 


Mr. George M. Harrison of the Brotherhood of Railway Clerks. 


The National Women’s Trade Union League of America plans a conference 
to be held in Greensboro, North Carolina, March 7-8. Among the topics 


to be discussed are industrial arbitration and trade union agreement for the 
maintenance of industrial peace. 


The Alabama School of Commerce has recently established a Bureau of 


Business Research under the directorship of Professor H. H. Chapman. A 
monthiy bulletin is to be issued. 


4 
S., 767 Kami-Osaki, Osaki—Machi, Tokyo Prefecture, Japan. 
Schneider, R. J., 818 Orange St., New Haven, Conn. i 
Shafer, W. B., 39 North 17th St., Harrisburg, Pa. "s 
Shammah, A. J., 127, Lapwing Lane, Didsbury, Manchester, England. .: 
Sherman, J. V., National Newark and Essex Banking Co., Broad at Clinton St., to 
Newark, N.J. 
Shiskin, B. B., 604 West 115th St., New York City. 
Shoemaker, J. H., Dept. of Economics, Brown University, Providence, R.I. 
Simor sen, R. L., 2248 Orrington Ave., Evanston, Ill. 
Slaughter, V. M., Apt. 306, 1201 West 5th St., Los Angeles, Calif. 
Smith. F. M.. 4147 Agnes Ave., Kansas City, Mo. 
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The Universit ; established a “clinic of sick business” jp The 
an effort to asct | remedies for bankruptcy. The study of MM mitting 
business readjus nducted in codperation with the United Mi be divi 
States Departn nd with the Solicitor General. open te 

ind to 

The Hart Scl rx prizes in the contest of 1930 have beep gradua 
awarded as follov rst prize of $1,000 to Frank A. Southard, Jr, 9 sem! 
for a study enti Industry in Europe’; second prize of $509 9 or™ 
to Alma Herbst led “The Negro in the Slaughtering and 9 s¢'ts- 
Meat Packing | xo”; honorable mention to Calvin Crum- se 
baker for a stud volution of the National Long and Short . I he 
Haul Policy.” prize of $300 to Dorothy Shapiro for , >" 
study entitled “I Fit, with Special Reference to the Statistica] the pt 
Determination of ’; second prize of $200 to Warner W. scienct 
Gardner for a ! [he Federal Reserve System and the Price 1930, 
Level”: honorab! nneth Meiklejohn for a study entitled “Legal 1B uh 
Logic and Econ Study of Business Practices in the Light of eengreh 
Supreme Cour ng 

ion. 

The Institut { t un 1 Seeverkehr at the University of Kiel The 
announces as the Rudolf Funke Prize of RM. 18000 and the fics 
Rudolf Funke G International Inter-Relationship of Eco- oe 
nomic Fluctuatio1 must be submitted not later than Decem- avs 
ber 31. 1932, an tten (5 copies) in German or in English. late 
The thesis shou ment of economic fluctuations with typi- a 
cal examples fro he nineteenth century to the present day la k 
with a view to a ther the economic fluctuations of various = 
countries coincide , nsity and otherwise—and if so, to what Onis 
extent. In this y the various periods in the development ial 
of capitalism, but existing between different branches of 
acomamic lite (me erials, agriculture) are to be taken into Th 
consideration. A analysis of demonstrable unilateral quart: 
or mutual influe ned with this empirical description. At : nun 
the same time the vy the different typical forms in which these redi 
fluctuations sprea 1. He is to explain the part played by in the 
psychical and ma ng this process (speculation, technical ix- feren 
ventions, migrati rade, movements of capital). The general 
problems of the ti nic fluctuations are not to be placed in the Th 
foreground; the a hould examine to what extent his own par- Socie 
ticular theory of nter-relationship of economic fluctuations ably 
agrees with the g momiec fluctuations.” 

The following ;: Professor A. Aftalion, University of Dr 
Paris; Professor | rsity of Copenhagen; Professor B. Harms, perin 
University of Kiel Lederer, University of Heidelberg; Profes- Unit 
sor Weslev C. Mit 1 University; Mr. D. H. Robertson, Univer stall 
sity of Cambridg Schumpeter, University of Bonn; and Pro- June 
fessor E. Wagema Berlin and Deutsches Institut fiir Kon- Cxpei 
junkturforschung. 

Fuller informa ned by addressing Professor B. Harms, emer 
Institut fiir Weltv Seeverkehr, Wirtschafts-Archiv, Diistern- uions 

estur 


brook 120/122, K 
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The Morris Plan Bankers Association will award $400 to students sub- 

mitting the best essays on the subject “Consumer Credit.” The prizes will 
be divided as follows: first, $250; second, $100; third, $50. Competition is 
open to undergraduate students in all departments of colleges or universities 
and to all graduate students who have not completed more than one year of 

craduate work. Manuscripts shall not exceed 5,000 words and shall be 

submitted not later than July 1, 1931, to the Secretary-Treasurer of the 
Morris Plan Bankers Association, 431 Statler Building, Boston, Massachu- 
setts. Further details may be obtained from the above address. 


The Joint Committee on Materials for Research, appointed by the Social 
Science Research Council and the American Council of Learned Societies for 
the purpose of surveying America’s equipment for research in the social 
sciences and humanities, has issued Circular No. 1 under date of December, 
1930, a report of its activities during the year. The Committee is investigat- 
ing the collection, organization, preservation, and publication of research 
material, and plans to work with the American Library Association in allocat- 
ing tasks of collection to certain libraries in order to avoid needless duplica- 
won. 


The Social Science Research Council has begun the publication of a series 
of studies in scope and method of research in various sub-fields of agricultural 
conomics and rural sociology. The first number takes up research in those 
phases of public finance which relate to agriculture. The numbers to follow 
relate to agricultural land utilization, agricultural credit and agricultural 
neome. ‘The general project is under the direction of Professor John D. 
Black of Harvard University, with a sub-committee of specialists to handle 
each report. ‘These reports are sold at cost of printing and distribution. 
Only a limited edition is printed until the size of the demand can be deter- 
mined. 


The Institute of International Finance has begun the publication of a 
quarterly bulletin containing statistical information of general interest on 
anumber of foreign countries. These bulletins are in addition to the regular 
credit and special studies published by the Institute. The statistics contained 
in the first issue of this new bulletin are derived from more than forty dif- 
ferent articles, bulletins, and reviews (New York, 90 Trinity Place). 


The Economic Journal states that the Council of the Royal Economic 
Society is preparing a definitive edition of the works of David Ricardo, prob- 
ably in seven volumes, under the editorship of Mr. Piero Sraffa. 


Dr. R. A. Fisher, chief statistician of the Rothamsted Agricultural Ex- 
perimental Station, Harpenden, England, will spend eight weeks in the 
United States during the coming summer. He will be in residence on the 
stail at the Iowa State College during the first half of the summer session, 
June 16-July 24, and later will visit a number of colleges, universities, and 
experiment stations throughout the country. Dr. Fisher has been successful 
in solving such problems as the distribution of the various correlation co- 
eiicients, including multiple, partial, and intraclass. His recent contribu- 
tions have been made in the development of a theory of efficient statistics in 
estimation, and a more adequate treatment of the mathematics of genetics. 
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visit the Iowa State College announces, 
yurses covering the theory of statistig 
biology, economics, psychology, genetics 
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e will leave for Europe on a Guggenheim Fellowship to spend nine months 
studying unemployment and movements of real wages. He will resume his 
jasses at the University of Chicago in January, 1932. 


4. B. Gunnarson has left his position as comptroller of Red Owl Stores, 
Inc., at Minneapolis, and is assistant manager of the Department of Manu- 
facture of the United States Chamber of Commerce, Washington, D.C. 


re 


urse 
“ Professor E. W. Kemmerer of Princeton University heads a commission 
“Biot financial advisers invited to Peru to aid the bankers of that country in 


to afqmmforming a reserve bank with governmental support. 


Professor Ben W. Lewis of Oberlin College will give courses on transporta- 
ion and public utilities at the University of Chicago during the summer 
quarter. 


at the 


tion to 


elating Dr, Marion K. McKay, professor of economics at the University of Pitts- 


burgh, will give courses at Harvard University during the coming summer 


nomics ession 


situs- 
John R. Mez has resumed his work with the departments of economics 
and political science at the University of Oregon after a six-months’ tour 
round the world, during which he visited fifteen countries with a view to 
collecting material on international economic developments. 


okings 


1 of the 
mploy- 
' Dr. Andrew J. Newman, professor of economics at Rhode Island State 
nomic college, is serving the town of South Kingstown, Rhode Island, as chairman 
Pacifeqamo! 4 Committee on Taxation, which is preparing a study of the whole prob- 
Jem of taxation in that moderate-sized rural town. 


of the 


» State Dr. E. G. Nourse of the Institute of Economics has been giving courses 
sre in agricultural economics at the University of Chicago during the winter 
quarter. 
lication Professor Millard Peck has returned to Iowa State College after a six- 
months’ leave of absence during which he was engaged in an agricultural 
survey for a group of fifteen life insurance companies. 
,; Professor C. A. Phillips of the University of Iowa will give courses on 
os money and banking at the University of Chicago during the summer quarter. 
nance. 
ie Dr. J. R. Ramser has resigned his position in the department of economics 
‘ich i at the University of Illinois in order to accept a membership in the firm of 
Be A. C. Baur and Company, Chicago. 
_Dr. W. M. W. Splawn is now dean of the Graduate School of the American 
—— University, Washington, D.C. 


Victor E. Vraz, instructor in business organization at Northwestern Uni- 
iversitrae City, will teach courses in foreign trade at the University of Texas during 
“BRB second semester of this year. 


serving Professor U. G, Weatherly, head of the department of economics and 
n Apri °ciology at Indiana University, has returned from Washington, D.C., to 
tesume his duties during the second semester. 
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